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The Outlook 


May 
26, 1923 


The Federal Reserve Board’s Opportunity—Business and Stocks— 
Refunding the Debt—Oil and Diplomacy—The Market Prospect 


RESIDENT HARDING has at length 

filled the vacancies in the Federal Re- 
serve Board, and as there seems to be little 
danger that these new appointments will be 
interfered with by Congress, they may ap- 
parently be regarded as definite. Thus, two 
years after the entry of the Harding Ad- 
ministration into office, the Federal Reserve 
Board is (for the first time in many months) 
in position to function completely. It can 
now undoubtedly transact business with 
little fear of having its decisions reversed 
or upset through unexpected changes in 
membership, while it need not any more than 
any ordinary organization suffer from lack 
of a quorum. 

What will President Harding do with the 
new Board which he has organized, or what 
will that Board do with itself? It is prac- 
tically without banking talent of the first 
order in its membership, while of its mem- 
bers three are entirely new to the organiza- 
tion and two more have had only a limited 
amount of experience with it. Yet it con- 
fronts some of the most serious problems 
that the Federal Reserve Board has ever had 
to face. Among these are the development 
of a gold policy, since there is now every 
reason to believe that the turning of the tide 
in our foreign trade is at hand; the deter- 
mination of a domestic discount policy, since 
there is no little reason to expect the abso- 
lute necessity of raising rates because of the 
expanding demands for credit and the ten- 
dency of market rates to go still higher; and 
the further determination of the functions 
to be assigned to Federal Reserve banks 
themselves. All this makes a program which 
calls for the ablest and most unprejudiced 
banking judgment, as well as for the highest 
type of banking ability. 

President Harding’s Administration has 
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two years still to run. It has completed, for 
the time being, its refunding of the short- 
dated public debt. It can now settle down 
to the evolution of a safe and sane banking 
policy, undisturbed by fiscal considerations, 
should it be so inclined. Certainly there is 
the utmost need for such action. We have 
advanced far on the road of commercial in- 
flation, yet there is still an ample possibility 
of correcting evil tendencies and restoring 
anormal situation. To this, the new Federal 
Reserve Board should address itself, and its 
efforts should be wholly unhampered by 
political or personal bias or interference. 
President Harding has his own men in office. 
Let them now act independently of him or 
of the politicians, guided only by their own 
best judgment and by the judgment of the 
community in so far as that may be needed. 
There is no doubt that the Board can obtain 
at any time the service of the best technical 
talent and advice that the banking commu- 
nity has to offer. 

The financial public has undoubtedly been 
greatly shaken and disturbed by the attitude 
of the Administration toward the Federal 
Reserve Board. It has been deeply discour- 
aged and alarmed by the attitude of Con- 
gress, not only toward the Board but toward 
the banking system at large. It believes that 
political considerations have been allowed 
to influence, if not to dominate, our entire 
management of the financial side of the 
Government’s activities during the past two 
years. This is a dangerous, and perhaps 
even disastrous, frame of mind. It cannot 
be overcome by mere assurances, but can be 
corrected only through positive and rractical 
evidence, pointing to the restoration of a 
better attitude and state of things at Wash- 
ington. The reconstructed Board has the 
best wishes of the community, and will re- 
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ceive undoubtedly all the aid that it could 
hope for. In return, the community asks for 
independence, courage, conservative judg- 
ment and above all absolute refusal to accept 
the dictates of politicians. : 

+ * ~ 


EVERAL months ago 
when the stock mar- 
ket took a vigorous turn 
upward, the assertion 
was made in many quarters that this was due 
to the fact that the market was and is able 
to anticipate changes in business. The pre- 
diction in that case turned out to be accurate, 
for the “boom” of the past three months has 
been genuine in its way, and was undoubtedly 
sufficient to account for the upward move- 
ment of values from 60 to 90 days before it 
started. 

Business men in the center of commercial 
life can anticipate periods of active buying, 
and should know when to purchase their 
own stocks. In the same way, they should 
know when to refrain from purchasing, and 
apparently a good many of them belitve at 
the present time that they have just that 
knowledge. The stock market, in other 
words, appears to be trying to anticipate 
some recession in business to occur during 
the summer season. There are a number 
of factors which seem to warrant such a 
forecast, among them being the continuous 
advance in prices to a point which appa- 
rently forbids the average man from buying 
very freely. Losses of orders and slacken- 
ing in demand have already been noted in 
textile and other lines, and there has been 
some recession of steel values. 

Altogether, the situation is not as flourish- 
ing as it was a few months ago, and the 
market has naturally reflected a changed out- 
look. Stocks are still comfortably high, and 
in many cases the change has been no more 
than sufficient to adapt the current level of 
values to legitimate income prospects. In 
these conditions, there is no occasion for 
alarm or for serious doubts as to the future. 
Business cannot always be at top-notch level, 
nor can the consumer indefinitely continue 
to pay maximum prices. Pending the time 
that we get a satisfactory situation abroad 
we must content ourselves with the domestic 
market. These conditions are too often for- 
gotten, but they make their presence felt 
from time to time and the present is such 
an occasion. 


THE STOCK 
MARKET AS A 
BAROMETER 


* * * 


AUNDERS of Piggly 
Wiggly fame is now 
driven to admit that 
after all Wall Street was right. He has 
apparently become overloaded with his own 
stock acquired in the effort to beat the Wall 


MR. SAUNDERS’ 
APOLOGIA 


Street operators at their own game, and can 
rescue himself from resultant embarrass- 
ment only through large sales of his shares 
to the public. As to the “rightness” of “Wall 
Street,” differences of opinion may be en- 
tertained. But there will be unanimous 
assent to the view that “Wall Street” is 
much more likely to be familiar with the 
ins and outs of its own peculiar methods of 
dealing than any outsider, no matter how 
shrewd and enterprising he may be. 

“Corners” are seldom successful. They 
cost money, and the conditions on the Ex- 
change are not favorable for them, espe- 
cially when they are managed by outsiders. 
So it would have been well to refrain from 
the exploitation of Piggly Wiggly on the 
Stock Exchange, and this good advice may 
be extended to many other enterprises whose 
managers are desirious of “making a show- 
ing” and of establishing a “large market” 
for the shares. 

The trouble in most such cases is that the 
large market is satisfactory, only as long as 
everything is coming their way and condi- 
tions are favorable to higher values. When 
the reverse situation sets in, “Wall Street” 
is usually regarded as having manipulated 
things in some way favorable to itself, with 
the effect of shearing the outside lambs who 
have strayed into the fold. That is what 
Wall Street is there for, and when lambs 
undertake the shearing of the older and more 
experienced members of the flock they can 
only expect to get served in very much the 
same way themselves, if circumstances go 


against them. 
* * * 


ECRETARY MEL- 
TREASURY LON’S announce- 
PROGRAMME ment of another offering 

of Treasury certificates 
amounting to $400,000,000 at 434% is the 
last of the series of note issues designed for 
refunding. The Victory notes are now re- 
distributed over a period of four years to 
come, and at the end of that time the third 
Liberty loan will mature. Apparently the 
intent of the Treasury officials has been that 
of arranging these maturities on the instal- 
ment plan, so that they may be paid out of 
surplus revenues from year to year. Secre- 
tary Mellon’s experience in the Treasury 
Department must, however, have taught him 
the uncertainty of any such reckoning as 
this. Undoubtedly, he knows that the farm 
bloc and the “radicals” generally are deter- 
mined to pass a bonus bill which, if enacted, 
would make ducks and drakes of his plan 
of settlement out of revenues. If, on the 
other hand, he should be obliged to meet 
maturities out of fresh loans, the question 
would recur whether he could succeed in 
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placing new issues of notes or certificates at 
rates as good as those he is now enjoying. 

Treasury officials have repeatedly pre- 
dicted that rates would go lower, but it may 
well be questioned whether such forecasts 
are based on knowledge or not. The indi- 
cations today point to higher rather than to 
lower money, and if the balance of interna- 
tional trade should turn against us, as it 
bids fair to do, the outcome would be to 
render us still more dependent upon the 
banks but with a lowered technical lending 
power. This might result in increasing dif- 
ficulty in the financing of the recurrent ma- 
turities. 

It is much to be wished that the Treasury 
Department had placed a much larger share 
of its obligations in the form of long-term 
bonds, at a rate of interest that would have 
put them into the hands of permanent in- 
vestors who would have taken and held them 
to maturity. Immediate use of surplus might 
have been provided for by retaining the right 
to call a specified proportion of the debt. 


*x * * 


ORWARD steps, al- 
though whether 
rightly to call them “for- 
ward” or not is a ques- 
tion, have been taken by the Federal Farm 
Loan Board in its organization of the new 
intermediate credit banks provided for by 
the act of March 4, 1923. The business 
world has received with favor news that the 
capitalization of these banks is to be held 
down to $1,000,000 each, in place of the 
$5,000,000 provided for in the law, and that 
effort is being made to prevent the paper 
taken for discount from being unduly long 
in term or hazardous in security. 
Undoubtedly, the Federal authorities are 
convinced that they have on their hands a 
dangerous measure which may easily lead 
to disaster if they allow borrowers to enter 
the new banks too freely and too lax and 
liberal conditions. According to some mem- 
bers of the Farm Loan Board, the farming 
community is of the opinion that the Trea- 
sury has been thrown wide open to it by the 
new legislation, and they will be disappointed 
if they find that the rulings of the Board 
hold them down to undue conservatism. 
Nevertheless, this conservatism and restric- 
tion is the policy which is practically incum- 
bent upon government officials in charge of 
the legislation; since otherwise they would 
be obliged to face the breakdown of the whole 
undertaking by reason of enormous commit- 
ments growing out of demand for farm ex- 
ploitation in the south and west. More and 
more, it is recognized that the amendments 
to the Federal Reserve Act which were in- 
corporated into the measure created danger. 


RURAL 
CREDITS 
PROGRESS 
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OIL AND 
DIPLOMACY 


UST why the suavity 

and smoothness which 
are habitually attributed 
to diplomacy should seem to possess so 
strong an affinity for oil is undoubtedly one 
of the mysteries of current politics. It took 
the Chester oil concession to rouse our Ad- 
ministration out of its apathy as to European 
affairs and to lead it to take a vital interest 
in the Lausanne Conference. Mr. Henry 
Morganthau is undoubtedly right in his call 
for a “show-down” with respect to the real 
inwardness of the Chester concession, and 
the character of its backing. 


This demand is reasonable from many 
standpoints, since continuance in our present 
attitude may easily involve us in some of 
those European entanglements of which our 
Administration has been steering so care- 
fully clear. The Administration has thus 
far indicated but little disposition to say 
much about the Chester concession, although 
it is fair to assume that the facts are well 
known to it, and that it has carefully 
weighed the cost of support for the propo- 
sition in its present form. Whatever may 
be thought of the rights and wrongs of the 
Chester concession, there can be no un- 
derestimating its wonderful influence upon 
American policy as illustrated by the almost 
complete turnover which has occurred in our 
attitude toward the Turkish situation. 


* * * 


HREAT by building 
unions to strike for 
higher wages, in the face 
of announcement that many building projects 
had been held up owing to high cost of con- 
struction, indicates the mad policy of some 
of the labor elements. There would be no 
complaint of logical, legitimate demands for 
higher wages were they predicated on an 
equivalent rise in living costs. The facts, 
however, do not indicate this to be so. Liv- 
ing costs have risen but slightly or at least 
are far below a point that would justify the 
preposterous wage demands that some of the 
unions are attempting to impose. 


LABOR 
INFLATION 


* * * 


MARKET 
PROSPECT 


E see no reason to 
change the opin- 
ions previously expressed 
in this column. The downward trend of a 
genuine bear market is clearly defined, and 
the ample evidence of a change in business 
conditions is confirming what the action of 
the market has already indicated. 
We continue to advise a highly liquid 
position. 


Monday, May 21, 1923. 
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The Specter Behind Business 


Or, Why the Market Declined in the Face of 
the Greatest Prosperity Known in This Country 


6 OR richer or for poorer, for bet- 
ter or for worse, in sickness and 
in health’— We mortal business 

men, married to our vocations, almost as 
truly as we are married to our wives, must 
rise or fall with business prosperity. And, 
today, with uncertainty in the air, with 
one side predicting an extended reaction 
and another side predict'ng continued 
prosperity, we are reminded somehow of 
the words of the contract noted above, 
and are led to wonder whether, after all, 
it will be for “richer” or whether, as some 
warn, it will be for “poorer” that we shall 
do business in the days ahead. 


An Unexpected Shock 
We had been so accustomed during the 
past few months to take the business boom 
for granted that it is 


By E. D. KING 


disconcerting influences are widening. 

What does it all mean? 

Does it mean that the boom is definitely 
ended ? 

Does it mean that the big inside mar- 
ket interests have engineered one of their 
favorite stunts of breaking the market in 
order to pick up stocks cheap? 

Or, does it simply mean that we have 
entered a period of temporary business 
reaction to be followed. by a renewal of 
the upward movement after the reaction- 
ary forces have spent themselves? 


Answering the Questions 
These are all pertinent questions. An- 
swering them in order, facts can be mus- 
tered to show that we are not on the verge 
of a drastic depression such as marked 


the period of 1920-1921. In the first place, 
the speculative impulse which was so 
largely responsible for that débacle, is not 
extant today to nearly so high a degree. 
In the second place, our banking sit- 
uation is vastly more sound than in 1920. 
In the third place, it is a virtual certain- 
ty that the Republican Administration can- 
not afford at this stage of their game to 
permit the boom to peter out altogether. 
The reader may be sure that the power- 
ful interests allied with the present na- 
tional Administration will make every 
effort toward preventing demoralization 
in business. They cannot logically per- 
mit business to sink and then go into the 
November 1924, election and claim votes 
on the strength of having manufactured 
the prosperity for which they say they” 

are mainly responsible. 





This may seem far- 





quite a shock to find that 
all is not as well as pic- 
tured and that there are 
reasons for believing that 
the boom may not last as 
long as expected. 

One of the first sig- 
nals that the situation 
was changing, was the 
announcement by a num- 
ber of important com- 
panies and _ institutions 
that they had decided to 
suspend building opera- 
tions on account of the 
soaring cost of construc- 
tion. This was followed 
shortly by a virtual boy- 
cott of sugar by Ameri- 
can housewives who in 
that simple and striking 
way gave notice that they 
did not intend to follow 
the sugar market in its 
mad rush upward. At 
about the same time, the 
bottom practically fell 
out of the cotton market, 
the copper market fell 
into a slough of despond, 
there was an unmerciful 
thrashing of the oil in- 
terests who were thus 
painfully reminded of 
the inherent difficulty of 
dragging oil prices up- 
ward on top of an 
enormous overproduction, 
bonds became dreadfully 
sick, sterling descended 
with monotonous regu- 
larity, the mark went 
down to nothing or there- 
abouts again, and to top 
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an undeniable fact that 
the Republican Adminis- 
tration has nothing to 
gain and everything to 
lose if the business boom 
proves to be only a 
bubble. This is a factor 
not to be underestimated. 
for while there are 
powerful politica! inter- 
ests lined up on the side 
against Big Business, the 
opposing forces are at 
least equally sirong. The 
radical element, there- 
fore, is certainly not go- 
ing to have an easy time 
of it in trying to per- 
suade the American peo- 
ple that it is suffering 
from Big Business. 

So far as the second 
question is concerned, 
there can be no doubt of 
the reactionary character 
of the commodities mar- 
kets which had a corre- 
sponding effect on the 
stock market. Further- 
more, it is evident that 
the peak of production in 
many lines has been 
reached and that some 
sort of a slow-down is 
imminent. This is giv- 
zng the big inside inter- 
€sts -he opportunity for 
which they are looking 
ard accounts for the re- 
“rt weakness of the 
-narket. 

It would seem, there- 
fore, that the market re- 
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it off, the stock market 
went to pieces in one of 
the worst smashes of the 
past two years. These 





From the story told by these graphs, itappears that the uniformity of the movement 
in securities and commodities in the direction of lower prices suggests a 
somewhot less active season in business thon that seen in the corlier 
pert of the ucar. 


action has _ something 
more behind it than a 
mere technical ad- 
justment and that it is 
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an acknowledgment that we have arrived 
at a turn in the business situation. The 
following analysis of the situation will 
indicate that this interpretation is correct. 


A Building Slump Ahead? 


In the first place, let us list some of 
the unfavorable factors which we have 
been in the habit of glossing over as a 
result of the extreme optimism which 
flooded the country commencing January, 
1923. First of all, there is the urdeniable 
fact that the building boom has reached 
its peak, not so much because of falling 
off of demand but because the cost of 
construction has reached intolerable limits. 
In the week of May 12 over 75 millions 
of building construction was held up in 
the city of New York alone. 

The same tendency to hold off opera- 
tions is visible throughout the country for 
the same causes that are interfering with 
building in the metropolitan district. It 
is clear that the suspension of operations 
in this industry, which will probably run 
into the hundreds of millions within a 
short period, will react on all interests 
directly concerned with building. For ex- 
ample, it will affect demand for struc- 
tural steel, copper, electrical equipment, 
and building materials. It has been said 
many times recently that the basis for the 
current boom in business has been the 
extraordinary revival in building. There- 
fore, conversely, a decline in building 
should have a precisely opposite effect. 
Undoubtedly, this is one of the most un- 
certain features of the general business 
situation, and likely to cause most trouble. 


Agriculture 


agri 


Prosperity 
cannot be main- 
tained without 
a definite resur- 
rection of the 
purchasing 
power of the 
agricultural 
communities. 
Though the 
farmer is. bet- 
ter off than he 
has been, he has 
been the one 
vutstanding fig- 
ure of gloom in 


the entire period of prosperity, for while 
other sections of the population have had 
their wages increased or their dividends 
raised or have experienced revival of busi- 
ness in their stores and shops, the farmer, 
with the exception of the cotton grower, 
has participated very little in this upward 
movement of business. To him, the pres- 
ent prosperity is a chimera. 

There are ten million farmers in this 
country, producing half the country’s 
wealth and for which they are receiving 
far less than half the profits. This dis- 
proportion, if anything, is what will re- 
tard the business movement. The farm 


situation still remains, therefore, one of 
the most unfavorable in the 
uation. 

In answer to this, one might point to 


entire sit- 
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the increased volume of mail-order sales, 
supposed to be such a good barometer of 
farm conditions. Let it be noted, how- 
ever, that most of this volume consists 
of low-priced articles such as_ shoes, 
clothes, and household articles. The 
amounts involved are, therefore, small 
and, no matter how low the purchasing 
power of the farmer is, he can find some 
way of getting together a few dollars with 
which to buy these necessary household 
articles. 

When it comes to the purchase of a 
tractor or separator or other expensive 
machinery, however, the average farmer 
is not very likely to buy unless he can 
either borrow the funds or make a suff- 
cient profit from his farm operations to 
warrant such a large expenditure. That 

it why you will find that, while mail- 
order sales are good, the big makers of 
farm machinery are still compla‘ning 
of comparatively poor business condi- 
tions. 


Are We Overproducing? 


Another point which comes to mind 
is that in many lines we are producing 
at a rate wh‘ch cannot be maintained. 
We cannot logically expect records to 
continue to be broken in automobile 
manufacture, in steel, in lumber and a 
thousand and one other products. 

This great production was built on 
a foundation of orders at prices which 
are still untested. Buyers are invited 
to partake at the h’gher price levels, 
and if what has recently happened in 
sugar is a criterion, the invitation is 
not likely to be accepted widely. Fur- 
thermore, these price advances have 
been necessary, for most producers 

have had to increase 
their wages and to pay 
rising costs for their 
raw materials. Now 
they are in a position 
of waiting for a de- 
mand that may not 
materialize to the 
extent desired. Buy- 
ers are not fall- 

ing all over them- 

selves to reach 

for products. 

This has already 
(Please turn to 

page 176) 


WORK ON THIS GIANT BUILDING HAS BEEN STOPPED 


Because of inflated labor costs, the eleven-million dollar Vesey Street structure planned by the N. Y. Telephone Co., 
architect’s rendering of which is shown above, has been held up indefinitely. es 
dollars’ worth of construction in the heart of New York which has been postponed within the last 
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month for the same reason 


It is one of some seventy-five million 
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A Message That 
Should Be Read 
by Every Business 
Man in America: 


How Much More Business 
Baiting Shall We Endure? 


By THEODORE M. KNAPPEN 





with business. 


would speak. 





Mr. Knappen, whose Washington Correspondence to this Magazine has set a standard, 
presents here a striking view on the outstanding problem of the times—political meddling 


The view is based upon intimate talks with many persons of high position, both in and 
out of the Government. It is written as Mr. Knappen believes a common spokesman 








IMES change. Some 

T times change more 

than others. The 

present era is changing 

so fast that no man can 

tell whether we are go- 

ing or coming. The lib- 

eral of yesterday is the 

conservative today —and 

the conservative of to- 

day may be the progres- 

sive of tomorow. The long-haired, 

bespectacled young gentlemen who are 

nervously bent with the world’s bur- 

dens without ever having lifted a thing 

themselves, think they are dreadful radi- 

cals when they applaud Lenine and 

_ Trotsky, and discourse on the superlative- 

ness of the proletarian republic and all 

that sort of thing. Yet when the boiling 

pot has settled down a bit we may be able 

to perceive that they are the mossbackiest 

of reactionaries—reactionary by centuries; 

while some of us middle-of-the-roaders 
may be just a bit ahead of the current. 

But while nobody knows just where we 
are going, we are all agreed that we are 
going, if it is only in circles, and that life 
and history are not what they used to be. 
Frankly, I am among those who think 
that whatever of gain there may be in the 
possible upward spiral of the present 
milling around, we have lost some very 
desirable characteristics of our American 
life of twenty-five or thirty years ago. 
Not that I am a pessimist, that I look 
backward for the golden age, or that I 
fancy for a moment that the latter nine- 
ties were an idyllic period. On the con- 
trary, I am convinced that unless the clock 
of progress is set backward by some cata- 
clysmic debacle, such as has overwhelmed 
civilization after civilization before us, we 
have only begun the ascent in the evolu- 
tion of our economic and general social 
life. Unless somebody rocks the boat too 
hard we are headed, through many stages, 
for an age when life will be better, happier, 
fuller for all men than it has ever been 
since we took on the curse of conscious- 
ness. 

Having thus proved that. in my own 
opinion at least I am not a Bourbon, I 
am now licensed to point out one or two 
things wherein it seems to me that we 
have gone backward, even conceding that 
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the backwardness is only the rear of an 
advancing wheel. When I was a young 
man, business was considered by every- 
body as the great and admirable adventure, 
and the successful businessman was a sort 
of hero. Young fellows used to be proud 
of our millionaires, admired our captains 
of industry and applauded the great things 
big men did in the word of affairs. And 
outside of an occasional agrarian ex- 
plosion or a little labor trouble everybody 
was out to assist the progress of business. 

In those days, for instance, we wanted 
railroads more than we obstructed rail- 
road rates, and we would do anything to 
get a new railway into our town and to 
help it after it got there. The more money 
the roads made, the higher their dividends, 
the better we liked it. We rated a big rail- 








“The inexplicable thing about 
it all is that pretty much all of 
us never take the aggressive 
against the endless baiting busi- 
ness is subjected to. Half the 
time now devoted to golf in 
these United States if devoted 
to civic duty would solve our 
problems.” 








way builder and manager higher than a 
senator. One of our most popular spec- 
tacles was the competitive contests of the 
railway systems great and small, some- 
times for a single merchant’s business, 
sometimes to swing the transport of half 
a continent. The railway systems, fought, 
compromised and combined, but all the 
time the service got better and transporta- 
tion cheaper; and the country thrived and 
prospered. In fact, every branch of trans- 
portation was improving until we began 
to grow a school of politicians and would- 
be statesmen who had or professed a be- 
lief in the almightiness of the state and 
its enactments. They never heard of King 
Canute and the tide, and wouldn’t have 
believed it if they had. To their minds 
every deficiency of a developing civiliza- 
tion and every current injustice, moral, 


social, economic, and what not, is suscept- 
ible of cure by legislative enactment, penal 
or civil. Their tribe has multiplied 
mightily in these latter days, though for 
a time there was a prospect that we had 
taken about all the government in business 
we could stand, during the war. 

The tendency is to minimize the indi- 
vidual and magnify the state. The 
successful business man is no _ longer 
a hero but rather a suspect with the 
burden of proof on him. The greater 
his success the greater the presumption 
that he is a crook even if on a heroic 
scale, and so much the more reason for 
handicapping and hobbling him. If he has 
made a lot of money, the proper thing to 
do is to pass some law to take it away 
from him. If he plans to do some big 
thing, the grand idea is to forbid him 
doing it. 

In general, the whole conception of a 
lot of our reformers—many of them well- 
meaning at that—is that whatever is being 
successfully done by individuals must be 
harmful to the generality and to the state. 
Wherefore, the great popular sport of our 
day has become business-baiting. Whereas 
in former times we enjoyed the battles of 
business against business, we sow prefer 
the enjoyment of seeing it writhe as we 
torture or plan to torture it into the death 
or inanition that is to precede the great 
and glorious day when all things will be 
done and done right by magical laws 
passed by Congress, fifty state and terri- 
torial legislators and, only the census 
knows, how many local political units. 

The last Congress passed about a thou- 
sand laws, and of these I am told that 
there are about two hundred of some gen- 
eral or public application. Two hundred 
more laws that somebody will find inter- 
fering with some form of useful activity. 

The Illinois legislature is wrestling with 
two thousand bills for laws, mostly aimed 
at making it harder for somebody to make 
a living and help others to do so. Other 
states compare favorably. 

Municipalities are working overtime to 
ruin their public utilities or enmesh busi- 
ness and commerce in regulating and re- 
strictive bonds that tend to stifle them. 

Taxation grows apace, $6,000,000,000 a 
year having been heaped on our backs 
since 1914; and with this money about 
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“Every branch of transportation was improving until we began 
to grow a school of politicians and would-be statesmen who had 
or professed a belief in the almightiness of the state and its enact- 


ments.” 
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“Generally, today’s taxes are devised to make it hard for the 
man of proven ability to make more money, the raucously pro- 
claimed object being to ‘spare the poor man.’ 
outcome is that everybody pays more taxes.” 


Of course, the 








2,000,000 full-time public servants and a 
horde of helpers are investigating, ques- 
tionnairing, surveying, revising, charting, 
curving, red-taping, and generally calculat- 
ing and planning how to curb business and 
to load the taxpayers up with more taxes. 

Generally, today’s taxes are devised and 
collected to make it hard for the man who 
has shown ability to make money and 
amass capital, the nervously proclaimed 
object being to spare the poor man. Of 
course, the outcome is that everybody pays 
more taxes, no matter what their nature 
or primary source, for taxes ultimately 
come out of consumption. The poor man 
and the average man, constituting about 
90 per cent of the community, therefore 
pay most of the added taxes, and life is 
made harder and narrower for them. At 
the same time the friction of exeessive 
and exasperating taxation brakes the 
wheels of business and discourages initia- 
tive. 

Also consider the vast leakage of pro- 
ductive capital through non-productive 
government expenditures. If our taxes 
are ten billions a year—as I believe they 
are—it is safe to say that nine billions of 
it is lost or consumed wealth. Perhaps 
not even a billion of it reproduces wealth— 
has any capital uses whatever. Consider 
what a devitalizing drain that is. Con- 
sider how much would be added to our 
national wealth to cheapen living and pro- 
mote well-being if it were possible to 
rescue these potentially fruitful billions 
from the absorbing sands of governmental 
expenditure. 

Having in mind the mazey gauntlet the 
poor business man has to run in these 
law-bedeviled times, former President 
Wilson proposed a governmental body to 
steer him through his entanglements and 
show him how to obey the law and still 
come out alive. Congress complied with 
the suggestion so far as creating a new 
agency was concerned, but when the 
Federal Trade Commission got into action 
it was found that, if business had seven 
plagues before, it now had an eighth that 
was worse than the rest. For eight years 
now this Commission has been flogging 
and worrying business with its almost un- 
limited censorial powers, granted or arro- 
gated, and there are practically no exits 
from the maze left. 


The Mess Meddling Can Make 


Although recently there was a ray of 
light in the darkness of business op- 
pression by politicians, it only served to 
illustrate what a mess government med- 
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dling can make. After making it a high 
crime, as it were, to consolidate railways, 
Congress decided that it was vicious for 
them not to consolidate. Just as the rail- 
ways began to concentrate on the new 
virtue, the 1922 elections shot Congress 
full of railway baiters, and their program 
is to repeal the Esch-Cummins law. Now 
that the farmer is becoming a_business- 
man, Congress has relieved agriculture of 
the anti-trust law incubus; for it is one 
of the simple axioms of American politics 
that the farmer can do no wrong. But 
to keep the limit-busting average high 
other business will be “soaked” harder 
than ever. 

Despite all that has been done to it busi- 
ness has survived, but I fear the supreme 
crisis is yet to come. Senator Brookhart 
is arranging to co-operate it out of the 
running with governmental assistance. 
Senator Ladd is planning to have govern- 
ment take over the simple task of making 
prices for certain commodities. Senator 
Norris goes him one better, and would 
have the government do all the agri- 
cultural export business. Senator Couzens 








“The successful business man 
is no longer a hero but rather 


a suspect, with the burden of 


proof on him.” 








and others seems to be philandering with 
government ownership of the railways. A 
filibustered Congress has jockeyed the ad- 
ministration into permanent public owner- 
ship of shipping. Senator La Follette is 
planning a general campaign in Congress 
and in state legislatures to make business 
so uncomfortable that it will give up the 
ghost. These and other congressmen are 
plotting raids on private capital under the 
guise of further taxation; at the same 


time that the administration intigates that 
national finances are about ready for lower 
taxes. 

We don’t need the moneytebut think of 
the power of taxation for $6¢ial justice! 
That's a fine phrase but there fever was 
a tax law that didn’t work. jnjustice. 
There are enough of the naive Welievers 
in the omniscience and supernatural power 
of laws elected to the next Congress to 
put business on the rack for two years. 
And they are going to do it. They may 
not be able to turn the screws but the 
victim will be in an agony of suspense for 
two years—especially as some of his turn- 
over friends are saying that it may be bet- 
ter to slice off a little skin and a bit of 
quivering flesh, here and there, to keep 
the political Indians from killing him. 

Now all this doesn’t mean that we can 
go back to Jefferson’s simplicity and rele- 
gate government to police work and public 
defense. It doesn’t mean that the business 
world is an aggregation of amiable philan- 
thropists and altruists who would never 
grab overmuch when the grabbing was 
good and who work overtime by the 
golden rule. On the contrary, I believe 
that it is the big job of government today 
to be the umpire of the business game, 
to the end that it shall be fair and that 
this shall remain the land of opportunity. 
But that is a big order and can not be 
filled by politicians and demagogues or by 
post-office statesmen. 

It is a job for statesmen, a job for long 
study and detached thought—a tremendous 
enterprise in the harmonization of econo- 
mic and statutory law. It can’t be ex- 
pected of men who see red whenever they 
see a private fortune and suspect every 
man who has made a competence. 

Now, contrary to the usual view, the 
majority of members of Congress are as 
level-headed as they make them, and if it 
weren't for the bogeys raised up to scare 
therh, around election time, there wouldn't 
be any question of our steady progress 
along rational lines. The inexplicable 
thing about the situation is that business— 
and that’s pretty much all of us—never 
gets out and lays these bogeys and takes 
the aggressive against the endless baiting 
it is subjected to. Maybe it is getting what 
is coming to it for not having more gump- 
tion. The solid part of Italy stayed out 
of the game so long that it had to stage 
a bloodless revolution to assert the will 
of the majority. Maybe the same thing 
will happen here, if our business men 
don’t function as citizens. Half the time 
devoted to golf in these United States, if 
devoted to civic duty, would solve all our 
problems, as they arise, much as they are 
susceptible: of solution by human thought 
and action. 
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You can tell them by their loud 
checks (and stripes) 


OST men apply far more care and 

discrimination to the choice of their 

bootlegger than to picking their 
bucket-shop. It is clear that this is a mis- 
take, because the worst that could happen 
as a result of choosing the wrong boot- 
legger is a stomach-ache and a head the 
morning after; whereas the more in- 
sinuating effects of the bucketeer are felt 
in that sensitive nerve which touches the 
bankroll. 

We shall not attempt to minimize the 
difficulties of finding and catching such 
a shy animal as the bucketeer, and still 
more, of recognizing him once one has 
found him. He is essentially a timid crea- 
ture, with a propensity for immediately 
disappearing from sight at the first low 
growls of his peculiar enemy, the District 
Attorney. He has a retiring disposition— 
especially when it comes to retiring from 
business on your income. In which case, 
of course, “Good Night!” 


Something Like a Zebra 


The bucketeer may be spotted, how- 
ever, by his way of wearing loud stripes 
and checks, to harmonize with his environ- 
ment. In fact, his career is more check- 
ered than exchequered—but let us be 
serious. His habitat varies, from the pro- 
verbial hole-in-the-wall to a gilded and 
palatial suite of offices; in fact, rather 
over-gilded. He is also characterized by 
an exceeding great cheerfulnes and opti- 
mism, and his philanthropy in letting you 
in on “good things” would have brought 
tears to the eyes of Voltaire’s Candide. 

A mistake many clients make, once they 
have found their bucketeer, is to embar- 


How to Choose Your 
Bucket-Shop 


A Delicate Problem Treated in a Serious Way 


By MARTIN GOLDEN 
(Illustrated by Art Helfant) 


and so quickly does he recover from such 
momentary misunderstandings that in a 
short time he is ready to suggest other 
“good things” in the hope of helping you 
recoup your losses. 


An Eleemosynary Institution? 


The bucketeer, in fact, will carry his 
good-nature to amazing and exaggerated 
lengths. One sign by which he is in- 
variably to be distinguished from the per- 
sons whom he distinguishes as “that bunch 
of Stock Exchange crooks” is his willing- 
ness to handle transactions for you on 
the slimmest of margins. It is absurd, 
he will point out, to put up marg-ns of 
twenty and twenty- 
five and fifty per 
cent when you can 
find a nice, oblig- 
ing _ bucket-shop 
that will give you 
equally pretty 
slips of paper on 
margins of five 
and three and one 
per cent. He there- 
by allows you to 
spread out your 
trading over five 
or ten times as 
many shares, and, 
of course, incur 
twenty or fifty 
times as mutch risk. This last feature 
may seem objectionable to some hyper- 
critical natures, but such qu‘bbling car- 
pers would be out of place in a bucketeer’s 
office, in any case. 

The bucketeer is almost invariably a 
man of letters—mostly market letters, and 
letters asking for more margin. He has 
a disconcerting way of becoming quite 
illiterate, however, if you should be so 
unkind as to actually try to collect your 
market profits on his recommendations 
(assuming that you have made profits by 
selling them short), or even suggest pay- 
ing up the balance and owning your se- 


rass him by asking him why none of his curities outright. 


“good _ things” 
ever work out 
just right. He 
is a modest and 
ingenuous soul, 
as said above, 
and it is unwar- 
rantable cruelty 
to hurt his feel- 
ings by pointing 
out that his phil- 
anthropic in- 
stincts have led 
him astray. For- 
tunately, his is 
an elastic soul, 
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WATCH YOUR 
HAT & OVERCOAT 


BEWARE OF 
PICKPOCKETS 


Q 27 





The Good Bucketeer is known by the files he 


Why didnt 
"Piftle Notors 





Means of getting in touch (yes, im 
touch) wth the bucketeer are not diffi- 
cult. There are certain newspapers and 
periodicals which make a specialty of 
handling his advertising; or one might 
try subscribing for any oil or industrial 
stock which promises 20% dividends a 
month or more. In the latter case one 
will find one’s name mysteriously trans- 
ferred to the mailing lists of enough 
bucket-shops and “gyp”-stock offices to 
absorb all the money he cares to devote 
to this worthy cause. 


Should Diversify 


On receipt of these circulars one should 


It is unwarrantable cruelty to question a Bucketeer when 
one of his recommendations goes wrong 


not hastily devote all his fortune to gam- 
bling on one stock. A process of diversi- 
fication will give the “investor” much 
more of a run for his money, besides 
teaching him geography and more lines of 
industry than are spoken of in the books. 
We suggest, tentatively of course, an oil 
company (preferably one capitalized at 
$100,000), an industrial stock (say, of a 
company formed to manufacture glass 
windshields for telephone receivers), a 
new company to establish radio communi- 
cation with the Fiji Islands, and a com- 
pany that plans to develop the cauliflower 
plantations of the Ozark Mountains. 

This list might do as a starter. If one 
feels he is being 
neglected by the 

Consult particular bucket- 
the shop that floats 
these widows’- 
and-orphans’ in- 
vestments, he 
should drop in, 
say, two or three 
times a week to 
talk things over 
and be informed 
as to the latest 
movements of 
(Please turn to 
keeps! page 162) 
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Too Much Oil 


Or, How the Present Embarrassment of Oil Interests Benefits Consumer 


By MAX GOLDSTEIN 


cans were to be asked, “How long 

will the oil resources of this country 
last?” it is a safe bet that nineteen of 
them would allow somewhere between ten 
or twently years. They get this result 
from a combination of all sorts of official 
and unofficial guesses, estimates and ap- 
proximations, from reports of wells and 
whole fields going dry after several years 
of exploitation, and from a general im- 
pression that the oil industry is engaged 
in getting as much oil out of the ground 
as it can as quickly as it can. 

This sort of loose guesswork has been 
going on for many years, and each time 
it is the same “ten to twenty years.” But 
always new fields are somehow discoy- 
ered, old ones are re-drilled, and produc- 
tion manages to get bigger and bigger. 
The suspicion is gradually awakening that 
the prophets who foretell the speedy ex- 
haustion of America’s oil resources are 
as familiar with their subject as Oliver 
Goldsmith in his famous line about the 
ravening tigers of Georgia. 

The real trouble lies the other way. 
There seems to be too much oil, both be- 
low and above ground, for our tmmediate 
needs, and recent developments in the oil 
industry are putting an extra sharp point 
on the moral. 

Something peculiar and not alto- 
gether pleasant is happening to 
the oil industry, beyond a doubt. 
In a year when gasoline consump- 
tion has been setting new records, 
when more cars are being built 
than ever before, and when closed 
cars, enabling the use of the car 
through the winter, are more pop- 
ular than ever, we find gasoline 
and crude-oil prices sinking, sink- 
ing, while the margin account and 
the courage of the oil-stock inves- 
tor sink with them. 

Even the coming of the motor- 
ing season, such as it has been, 
has not helped the situation any. 
Time was when the oil investor 
would watch the gasoline price 
quotations rise as regularly as the 
sap in the trees in Spring, with 
the complacent knowledge that his 
investments would rise with about 
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twenty average intelligent Ameri- 


speculative of all. 


of an oil well. 


present. 


the same regularity. This year it has 
been a different story. Prices are rising. 
wages are rising, everybody is motoring, 
taxicabs clog the streets of the big cities, 
but gasoline keeps falling and oil-stock 
prices are a pitiful thing to behold. 

When the oil investor stops his jere- 
miads to inquire who pulled the bung out 
of the oil barrel, he is handed a fancy 
collection of fine imaginative fiction, as 
a rule. The great robber barons, known 
collectively as the Oil Interests, are “be- 
hind it,” he is told, or else Europe can’t 
afford to buy, or business is going to the 
dogs anyway, and so on. 


A Marvelous Assortment of Errors 


As a matter of fact, what happened 
was due to such a gigantic series of mis- 
takes as could not have been the work of 
a single brain. If we were to put our 
fingers on a single date, we might assign 
October of 1921 as the time when the 
trouble started. 

At that time, for the sixth month in 
succession, stocks of crude oil on hand 
were higher than they had been at any 
time since the armistice. Mexican im- 
ports were going along at a rate that 
promised a new record for the year, and 
domestic production was recovering from 
a slump which had carried it below the 


HE oil industry is necessarily the most 
In no other industry 
is the element of control so utterly lacking. 
Executives of a steel mill can reduce output 
at will, if conditions justify such a step. 
not such a simple matter to curtail the flow 
Furthermore, when a well is 
brought in in a new district, there is a rush 
to bring in other wells. 
temporary over-production, as in California at 
That is why an apparent shortage is 
often turned into an overwhelming surplus and 
it is also why it is one of the hardest things on 
record to determine just what the oil situation 
is likely to be in any given period. 
article, the immediate situation is discussed and, 
in view of the uncertain nature of the industry, 
full allowance should be made for the changes 
that are bound to occur. 


It is 


This may cause a 


In this 


average of the early months of 1921. In 
short, the statistical position of oil was 
anything but brilliant. 

The country was beginning to recover 
from one of the worst slumps that had 
struck it since 1914, and was about at the 
stage where one looks around and says, 
“Where am I?” Prices of goods in gen- 
eral were still slipping, and one of the 
few real signs of returning confidence 
was the better tone of the stock market. 

The whole picture, with an oversupply 
of oil on hand and an overproduction of 
oil in sight, was anything but inspiring 
for oil producers. 

Yet, somehow, the inexplicable hap- 
pened. Beginning in October, 1921, Mid- 
Continent crude prices, which had suf- 
fered alternate lethargy and feverish slides 
downward since the higher level of $3.50 
a barrel had been maintained from March 
to December, 1920, suddenly arose from 
their low estate of $1.00 a barrel, and 
moved up with never a break until they 
had reached $2.25 a barrel, a price which 
they maintained until June of 1922. 

The intention may have been to help 
maintain inventory prices, which might 
not have been able to survive another 
scenic-railroad ride like the 1920-1921 
affair; or possibly to give the oil market 
a good tone while they were getting rid 
of higher-priced inventories at as 
little loss as possible; or there 
may have been some intention of 
helping out the stock market. 


Definite Results But— 


Various and vague as the rea- 
sons may have been, the results 
were anything but ambiguous. 
Both production from old wells 
and new drilling were encouraged 
by the higher prices, in this coun- 
try as well as in Mexico, the drill- 
ing rig and the geologist and their 
faithful camp follower, the wild- 
catter, were seen again in regions 
which they had long deserted, new 
fields were discovered, and pro- 
duction increased. 

The net result was that by June 
of 1922, production in the United 
States had increased greatly; 
Mexican imports were still very 
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large, while the foundation of the industry, 
the actual consumption of petroleum and 
of gasoline, had increased but slowly. The 
effect upon stocks on hand was to be ex- 
pected. By the end of June, 1922, they 
were nearly half as much again above 
tLe figure at which they stood when the 
price advances started in October, 1921. 

The oil industry was caught in a net 
of its own making. It had the following 
dilemma to face—if it raised prices fur- 
ther, it would encourage still more pro- 
duction, still more piling-up of useless 
stocks of crude oil, and possibly discour- 
age consumption still more. At best such 
a policy could only postpone the inevitable 
crash. On the other hand, if it lowered 
oil prices, it would have inventory losses 
of gigantic dimensions to face, the more 
gigantic because of the huge stocks which 
had piled up in the meantime. 

In the meantime it was in 


sult was, in October, the highest stocks of 
oil in the country’s history. From this 
point they fell away somewhat, but at the 
opening of 1923 the situation was still 
dangerous to the utmost. The whole price 
structure was unstable, the industry was 
overloaded with supplies of crude and re- 
fined oil (for developments in the gaso- 
line field had been parallel with thqse in 
crude oil) and it was evidently necessary 
to do something to relieve the situation. 
This something was a sharp rise in 
price ‘in the early months of the current 
year which brought Mid-Continnent crude 
up from $1.25 at, the beginning of the year 
to $1.85 by March. Production, further 
stimulated by this development, was 
reaching unprecedented heights. Stocks 
of crude and refined, after creeping 
downward a little toward the end 
of 1922, started moving up again, al- 


overland from an inland oil field, and 
ships it overland to a point of final con- 
sumption, cannot compete on transporta- 
tion cost with an all-water shipment. 

More than that, when the California 
fields begin to decline, which may happen 
in a year or two, oil men know that the 
South American fields will be ready to 
step in to take their place. They, too, 
will have the advantage of an all-water 
transportation route to the big Atlantic 
centers of refining and consumption. 

This situation was the last straw that 
broke the camel’s back. When the Cali- 
fornia oil began to come in in quantity 
early this year, after resisting as long as 
they could, oil prices broke headlong, in 
reduction after reduction, and gasoline 
prices went with them. 

Oil men realized that if they did not 
get rid of their stocks now, at any price, 
with or without profit, they 
never would get rid of them 





such a position that it would 
have had to charge $3.00 a 
barrel to get out without a 
loss from its commitments on 
stored oil, including the cost 
of transportation, storage, in- 
terest, evaporation and de- 
terioration, etc. Cheap Mexi- 
can oil was still a market 
menace, but there were un- 
mistakable signs that Mexi- 
can production was at or near 
its peak, and that output from 
now on would decline. 


The Fuel-Oil Problem 


Mexican oil, as is well 
known, is mostly heavy stuff, 
with very little gasoline con- 
tent and fit mostly for refin- 
ing into fuel oil. So long as 
gasoline led the market, fuel 
oil was a by-product, and had 
to be produced in enormous 
quantities to get the valuable 
gasoline. 

As soon as the Mexican 
production declined sufficient- 
ly, the oil men figured, there 
would be a need for heavy 
oil suitable for refining into 
fuel oil. This would make 
fuel oil the main product, in 
a sense, and bring its price 
up to a point where it would 
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This map illustrates the 
difference 
tion between a shipment 
of oil moving from Cali- 
fornia or Venezuela by 
all-water route to New 
York, and a correspond- 
ing 
from an oil field in Texas 
to an inland refinery at 
Kansas City and on over- 
land to New York. 
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until they had evaporated out 
of their storage tanks. 


At the present time Cali- 
fornia bids fair to produce at 
the rate of a million barrels 
of oil a day, and four-fifths 
of this production will be 
available for other markets. 
It is all a matter of transpor- 
tation now, and tanker fa- 
cilities are being rushed to 
carry this cheap and high- 
grade oil to Eastern markets. 

The Mexican producers, of 
course, are among the worst 
sufferers from this develop- 
ment. They find their prices 
declining and their markets 
vanishing, as - they simply 
cannot produce oil of a qual- 
ity and at a price that can 
compete. All the period of 
self-sacrifice, of restricting 
production to avoid flooding 
the market, of pinching in 
wells to avoid salt water, of 
refraining from price-cutting 
for the sake of the market, 
has practically gone for 
naught. For the refiners, it is 
mostly now a question of get- 
ting rid of their stocks, while 
praying that in the mad con- 
fusion of crude-oil cuts and 








pay to take the old oil out 

of storage, refine it into fuel oil, and dis- 
pose of the gasoline at a profit as the by- 
product. In this way it would no longer 
be necessary to keep crude prices up to a 
point where they would encourage over- 
production, yet by selling the old stocks 
as high-priced fuel oil a profit could be 
made on the whole transaction. 

From June on, therefore, Mid-Conti- 
nent crude dropped a full dollar, till it 
was selling at $1.25 a barrel in Decem- 
ber, 1922. Right on schedule, Mexican 
imports began falling, and by the end of 
the year were down to about half of what 
they had been about the beginning of the 
year. 

Domestic production, however, was un- 
affected, and kept on making new records 
month after month, and while our con- 


sumption finally showed some improve-_ 


ment toward the end of 1922, the net re- 
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though consumption was at record levels. 


The California Discovery 


Then came the development of four 
new fields in California, all remarkably 
deep, but very productive and giving oil 
of as much as 30% gasoline content. This 
precipitated the crash. 

The new oil more than made up for the 
falling-off of Mexican production, and it 
gave almost three times as much gasoline 
per barrel of crude as the. Mexican had. 
Furthermore, the new oil could be shipped 
by tanker through the Panama Canal to 
New York and other Atlantic ports. Here 
was a good use for the tanker fleet which 
had been considered a war-time hang- 
over like the merchant marine. At the 
present time it is being utilized to the ex- 
tent of a million barrels a week. 

An inland refinery, which gets its oil 


gasoline cuts enough of a re- 
fining margin is left between the two to 
enable them to go on doing business at 
a reasonbale profit once the question of 
excessive stocks has béen disposed of. 
The last stage has not been reached as 
yet. Price cuts are still going on, but 
crude-oil production is being maintained, 
and consumption, while improving, still 
gives no sign of reaching a point where 
it will cut seriously into stocks on hand. 
Of course, the time is approaching 
when cooperative methods will cause a re- 
duction in oil output, but until this point 
is reached, the losses to the industry 
promise to be serious. Inventory losses 
will have to be written off, refining mar- 
gins may be wiped out, and field after 
field may find that prevailing prices for 
crude oil are too low to allow of further 
profitable development. The industry may 
thus be drowned in its own riches of oil. 
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JAMES A. FARRELL STARTED 
IN A STEEL YARD 


JOHN D. ROCKEFELLER BEGAN 
AS OFFICE BOY 
AND ASSISTANT BOOKKEEPER 
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DANIEL WILLARD BEGAN ASA BRAKEMAN 








How They Swindled Wall Street 


FORTNIGHT ago, when 
A brokerage houses in a 

half dozen cities opened 
the Monday morning mail, they 
found buying orders for vari- 
ous New York Stock Exchange 
securities, the orders coming 
ostensibly from _ small-town 
banks with National bank corre- 
spondents in the cities in which 
the orders were received. 

The orders were fakes, the 
cashier checks accompanying 
each order were forgeries, the 
whole thing was part of a 
gigantic swindle. 

It is estimated that the orders 
all told called for the purchase 
“at the market” of something 
like $5,000,000 in securities, and 
the orders were so timed as to 
provide a remarkable budget of 
buying orders at the opening 
of the week’s business, for they 
would supplement the natural 
over-Sunday accumulation of 
legitimate orders. 


Why the Swindle Nearly 
Worked 


To an extent the swindle 
worked for Wall Street is run 
largely on faith. A _ written 
order is a written order, a 
man’s word in a trade is his 
bond, though given without the 
presence of a witness—or over 
the telephone. So Wall Street 
entered the orders on its books, 
turned them over to the floor 


Exposing the Methods of a Stock Market Gang 


By W. SHERIDAN KANE 


PA, 
enews comment? tay Sth, 1008 


aaa EE 
REE 
Gentlemen: -- 
Bnolosed please find check for FIPTEEN THOUSAND 


($15,000.00) DGLIARS as initial payment on purchase for our account 


and risk of the following stock, which order you will please 
execute immediately, at the market: 

475 SHARES - NEW YORK CENTRAL Capital stock. 

The stock cértificate on the above to be made in the 
tame of our client as follows: 

GP Supply Company 452 Market St. GU ie. 

We do not wish this transsetion handled or certificate 
Qelivered (araft attaches) through ary looel bank or broker, 
therefor when you receive this stoox certificate, please notify 
and @elhiver same to our correspondent, namely: 

SASIGHAL BANK CF QE mee YORK CITY 
through whom arrangements will be. made to take it up. 
please confirm this purchase to our client, name and address as 


You will 


above. 
Very truly yours, 
(GRE atc ea 
Yr 


wee/s 


members, received’ telephonic 
confirmation of thé execution 
of the orders, and proceeded to 
put the buysitiess through as a 
part of the daily routine. 

Then something happened. 
Someone with a good memory 
recalled that once before. his 
firm had received buying orders 
from the bank which had just 
ordered the purchase of several 
hundred shares of American 
Can, and he dug the old corre- 
spondence out of the files. The 
signature which purported io 
be that of the cashier of the in- 
stitution was written in totally 
different handwriting—but the 
name. was the same—on each 
letter. Curiously also, the bank 
appeared to have switched from 
coupon bond paper for its let- 
terhead to Hammermill. 

The bright-eyed clerk told 
The boss called the 
local correspondent bank desig- 
nated as the one to which the 
stocks, ‘were’ to be delivered 
when bought and transferred. 
The correspondent bank had no 
confirmatory order and wired 
for information. The answer 
came back, disavowing _ the 
order. 

Realizing that it had been 
duped the brokerage house re- 
sold the stock and communi- 
cated the facts to the officials 
of the Stock Exchange. A 
warning against the forged 


his boss. 





Gea NATIONAL BANK 
mm Pa.__ MAY ~5 3995 


NO.__9509 


Pay TO THE 
ORDER OF. 


Xe 107 56347 FIF TEEN THOUSAND OOLLARS ONLY £exXe¥ foxe7 


teoconnene---- $15,000.00 





DOLLARS 





CASHIER’S CHECK 


THE LETTER THAT COST N, Y. BROKERS A QUARTER OF A MILLION 





CASHIG 


The plate above is a facsimile of the letter sent broadcast by a clever gang of swindlers three weeks ago. Buying orders 
executed on the strength of it abruptly turned a declining market into a strong one, until the fraud was discovered. Imme- 
diately above is the bogus check that accompanied the letter. In our reproductions, all marks which might serve to identify 
the institutions specifically mentioned in letter or check have been deleted, but beyond that they stand exactly as sent. 
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orders”"was” Broadcast. Other brok- 
ers who had received orders from banks 
all over the Eastern seaboard, proceeded 
to dump the purchase overboard, hop- 
ing to resell without loss. But the bubble 
collapsed too swiftly, and when it was 
ill over the Eastern seaboard, proceeded 
vho had been made the primary victims 
f the cleverest wholesale swindle in 
tocks ever concocted, were a quarter of 
million poorer—likely enough, more. 
It is net probable the swindlers expected 
) speedy a disclosure of the crookedness 
the transactions they launched. A half 
ur is too short a time for them to have 
ished in on the scale evidently expected, 
idging from the elaborate preparation 


discovered, and in the meantime the stock 
market would have enjoyed something like 
a boom that would enable the schemers to 
go leisurely short of various securities 
without imposing too heavy pressure 
against the list. Then the covering could 
have been even more leisurely carried on 
for as a consequence of the elapsed time 
brokerage circles would have been thrown 
into a panic of uncertainty regarding the 
extent of the forgeries—would have been 
compelled to check over and verify every 
mail order received from everybody over a 
period of some days in order to make sure 
they were not reselling securities of some 
legitimate buyers, and would have been 
further delayed by the necessity of re- 


required the use of legitimate brokerage 
to pull the chestnuts from the fire. For 
years only the outside public was the direct 
prey of the crooks who prefer the cloak 
of financial operation to the mask and 
pistol in exacting tribute. Although 
through all the long history of this 
plunderbund there run the indications of 
the same group of plotting intelligences, 
their names are only whispered, frequently 
they are identified only by the initial of 
the last name. And it is difficult to con- 
nect them ‘ evidentially with the actual 
carrying out of the plans. One of the 
leaders never has had a bank account but 
has safe deposit boxes in various cities in 
which he keeps his gains—in well worn 
currency of moderate denomi- 





ade and the expense to which 
ey went. One little feature 
the fraudulent letters ap- 
irently has escaped the eagle 
es of the daily newspaper 
riters—who also jumped to 
e erroneous conclusion that it 
is a bucket shop trick to en- 
le bucketeers to strip their 
stomers. 


NEW YORK OFFICES \ 


The Baldwin Locomotive Works 


120 BROADWAY 


NEW YORK CITY 


Sentlemen: -- 
Various unscrupulous stock jobbers and pools through the 


nations, for bills of high de- 
nomination and new bills of al- 
most any denomination are 
easily traced, or leave a trail. 
A few months ago a letter, 
apparently on the letterhead of 
the Baldwin Locomotive Com- 
pany and bearing what pur- 
ported to be the s‘gnature of 


Where the Thieves Tripped 
Up 


That little feature is the 
lause directing transfer of the 
stock. 

Look at the reproduction of 
ne of the letters printed with 
this story. For obvious rea- 
ms I have had the name of 
the broker elided from the re- 
production. But observe that 

is directed that the broker 
have the stock transferred into 
the name of the... . Supply 
Company. 

What does that mean? 

Simply this: Had the bank 
merely directed that the certifi- 
cates be delivered to the bank 
the broker would have had 
street certificates” —that is, 
certificates in no particular 
name, merely guaranteed by 
the brokerage house—ready for 
instant delivery, and could have 
collected for the stock at any 
time on Monday after the pur- 
chase was made. This would 
lave placed the broker in pos- 
ssion of the rest of the funds 

cessary to complete the trans- 
tion for only a_ substantial 





medium of quetionable news igcncies ond metropolitan dailies are cire 
culating 2alce news, in order te bolster up Baldwin stock or to unload 
it and I want to use this opportunity of notifying the prowinont, 
members ox the New York Stock dxchanze thet my cttcntion has been called 
to statemnts being mado which would have a tendency to lead the public 
to dDelieve officers of this Company are in & pool on Baldwin stock 

and sanction this propogunda. 


I personclly, occording to metropolitan dailieos cnd news agoncics 
have been quoteg as havin- said, wo would not charge off to profit and 
loss the Tight Million (58,006,000.C0) Dollars we hold in Polish and 
other forcign bor.ds- I hcve givon no such intcrvicw and if I did not use 
this mcthod of dcaving it ené wo then charged then off afger failure to 
deny it, that «ould in itsels lond eredence to the story that our offie- 
cers and directors had iesuod these intcrviows to bolster up our stock. 


fo sum up, the taies being reduced to print by nogs agencics 
which Have no foundations are:- 


That: Baldwin just received an order from the Pennsylvenia R. R- 
for one hundrod lccorotives. THIS IS FALSE, for we have received ho ~ 
oréers from this railroad for three months. 


qhat: Baldwin will not =e off it*s holdings of Polish and 
other foreign bords this ycear- TH IS PALS. 


qhat: our Philadelphia plant has been sold for a large sum. 
We have not sold it and hove no intention of selling it. 


Quoted iuterviews with our officers in which the above details 
are stated facts “ARS PALS2- Ths stetercont appearing in various met- 
ropolitan d2i.ic3 terdirg ‘0 tho we would increese our diviceond or 
pay stock divicencs, by vartuc =° not charging off our losses on foreign 
donds IS PALS? e cn the cortrory can s2e no reasca to increase this 
year what we consider 8 Vj wostanticl return on the par value of 
doth our common and preferiet stock, considering ghe questionable nature 
of these foreign securitics h.ld by us. 


: Yours very trul 


sHv/3 








ONE THEY TRIED ON SAMUEL VAUCLAIN 
This is a complete facsimile of a letter sent out in duplicate 
to thousands of Wall Street firms last April, whose purpose, 
manifestly, was to depress the market in Baldwin Loco- 
motive stock. Of course, the whole letter, including the 
poor imitation of President Vauclain’s signature, was a 

colossal fake 


against the 


S. M. Vauclain, the president, 
was circulated in financial cir- 
cles. It gave every indication 
of being addressed to stock- 
holders for the purpose of set- 
ting at rest certain reports of 
the satisfactory nature of new 
business booked by the Bald- 
win concern. It was designed 
to depress the price of Bald- 
win; but it was discovered too 
quickly and its effect nullified. 

That this letter was the work 
of the same gang is generally 
credited in circles where the 
operations of the swindlers are 
discussed more or know- 
ingly, but there has not been 
enough legal evidence to war- 
rant any arrest or even grilling. 
It may probably prove to have 
been only a test kite, to de- 
termine how the announcement 
of a framed attack on values 
would be received. Some of 
the intimates of those who are 
looked upon as the ringleaders 
in this most recent attempt 
even doubt this, asserting that 
it was a play “on his own hook” 
by one of the group, a backer 
of a half dozen crooked bucket 
shops all of which went into 
bankruptcy during THe Maca- 
ZINE OF WALL Srreet’s drive 
bucketeers. Although under 


less 


rt payment was provided for by the 
rged checks. 

But by ordering stocks placed in a def- 
te name the broker was required to 
esent the certificates first to the transfer 
ent and wait 24 hours before he would 
ceivé the new certificate. Incidentally 
J delay would probably throw actual 
livery to the bank over another day un- 
ss the new certificates were received 
rom the transfer agent before the close 

banking business. And the receiving 
ank would have mailed the certificate to 
he opt-of-town bank. 

Thetefore it will be seen that the 
vindlers counted upon a delay of two 

four days before the frauds would be 
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transferring the stocks into good names. 

That incorrect signature was the weak 
spot in the most daring effort that has yet 
been made to mulct the stock market— 
that is the proper phrase, for the attack 
was not levelled particularly against the 
brokers, but against the whole market 
structure. 

The gang profited somewhat, but only 
slightly. And all because some clerk had 
sharp eyes and a good memory! 


A New Game for Crooks 


The scheme was cleverly planned by a 
coterie who have been active for years in 
financial circles but only recently have 
turned their attention to operations that 


& 


indictment in connection with these frauds 
he has never been brought to trial. 

The spurious letters and forged checks 
were mailed on Saturday and Sunday, 
May 5 and 6, in twenty or thirty different 
cities. The services of a number of men 
were required for this as it was possible, 
even though using automobiles, for one 
man to cover only a few towns. The let- 
ters were in preparation for more than 
a month, and a half dozen minds worked 
on them. Letterheads of the various 
banks selected were secured in one way or 
another and the letterheads reproduced. 
In some instances old letterheads were 

(Please turn to page 156) 
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What About Bonds? 


ITH the first reports of the cur- 
W rent recession in business the cau- 

tious bond investor has _ been 
watching the bond market with greater 
interest than for many months. As _ bus- 
iness‘ has improved, bonds have steadily 
fallen, and scientific investors have tended 
to keep away from them. Within the last 
three or four weeks, however, they have 
shown greater strength, indicating the 
growing faith of investors in the bond 
outlook. The present is, therefore, a good 
time to consider from all important angles 
the question of whether the turn in the 
bond market is imminent. 

As a purely market proposition, we find 
the following. The average of forty 
high-grade bonds, after reaching a low 
point of 65.57 in May, 1920, at the cul- 
mination of the business boom, improved 
with relatively wide fluctuations up to the 
high point of 82.54 which it maintained 
approximately during August and Septem- 
ber, 1922. It will be seen, therefore, that 
the beginning of depression in the bond 
market has not coincided exactly with the 
confirmation of the outlook for business 
prosperity, which we may consider as defi- 
nitely established around March-April, 
1922. 

In other words, bond prices do not go 
exactly contrary to the curve of business 
prosperity and stock prices. One reason 
for this is the fact that as business im- 
proves, the investment status of most 
bonds actually improves, because of the 
higher rate of earnings which tend to 
make more certain the continuity of in- 
terest payments. Even the very best of 
industrial and railroad bonds are to some 
extent subject to this factor, which pre- 
vents them from losing ground too rap- 


Bonds As a Market Proposition 


By GREGORY MOULTON 


idly as business improves and the call for 
money increases. 

Another element of some importance is 
the continuance of bond purchases for 
some time after the real turn in the sit- 
uation has come. This point should nor- 
mally be marked by the improvement in 
business, when the strictly scientific in- 
vestor would sell out his high-grade bond 
holdings, and put his money into second- 
grade and short-time bonds, preferred 
and high-grade common stocks. Not all 
investors, however, know enough or care 
to handle their investments with this ex- 
treme logical precision. Many have got- 
ten into the habit of buying the best 
bonds cheap during periods of prosperity, 
and continue their purchases through and 
past the top of the theoretically most ad- 
vantageous bond market. 


Low Point Recently Reached 


* After the high point thus reached, six 
months of more or less steady decline set 
in, the lowest point around 76.50 being 
reached in April, from which a recovery 
has carried the figure up to current levels 
around 77.50. From a purely market 
standpoint, therefore, it is clear that while 
a recovery is evidently in progress, it has 
not gone far enough to give unmistakable 
proof from its own inner data as to its 
probable future trend. 

For more thoroughgoing evidence as to 
whether this is actually the time to re- 
purchase holdings of high-grade bonds, 
we shall have to collect data from three 
fields: the money and credit situation, the 
business situation, and the probable fu- 
ture demands of the Government on the 
money market. 


Viewed broadly, of the 


an analysis 


money and credit situation reveals th: 
following. For practical purposes, the 
financing of the expansion of business 
which has taken place from the second 
quarter of 1922 to the present time has 
been the result of two factors: gold im- 
ports and the liquidation of Government 
securities by member banks. Gold im- 
ports have enabled member banks to liqui- 
date their indebtedness to the Federal Re- 
serve banks, and in the second place to 
increase their reserves with the Reserve 
banks. 

As the system is organized today, a dol- 
lar of additional reserve is the equivalent 
of ten dollars in member banks’ credit 
facilities. Of the 1,100 millions in gold 
which the United States has received since 
1920, some 845 millions went to liquidate 
domestic bank loans. The other 269 mil- 
lions went to form the basis of an increase 
in member-bank credit since early 1922 
amounting to 2,800 millions. 

Gold imports are showing a decreasing 
tendency, however. As opposed to an 
average of over 20 millions a month in 
1922, they are now coming in at the rate 
of 5 millions a month. Our export trade 
is weak and declining, and there is no 
other factor in sight which would tend to 
indicate further sources of gold imports 
to be used as the basis of further credit 
expansion. 

At the same time, holdings of Govern- 
ment securities have been decreased over 
400 millions, thus liberating an equiva- 
lent amount of credit for use in redis- 
counting bills. Holdings are now so low, 
however, that little further change in this 
respect is anticipated. 

As-a result of these changes, the mem- 
ber banks have so far been able to finance 
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the business expansion of 1922-1923 with- 
out recourse to the reserve banks. This 
is shown by the fact that the total loans 
and investments of the reserve banks are 
actually smaller than they were a year 
ago, while member banks have been in- 
creasing their loans and investments. 
But since the sources of the latter, in 
gold imports and in liquidation of hold- 
ngs of Government securities, are nearly 
xhausted, it is evident that further credit 
xpansion by the member banks can come 
mly through rediscounting with the re- 
rve banks. This will give the latter a 
rxeans. of controlling the flow of credit, 
vhich they have not so long as member 
anks are able to handle credit expansion 
through their own resources. Judging by 
the experience of the past, the reserve 
inks, acting through the Federal Reserve 
soard, will not permit this process to go 
very long without raising rediscount 
:ates in order to check credit expansion. 
Any raising of the level of interest 
ates, of course, would be prejudicial to 
hond prices, by raising the general level 
f bond yields and of corporation credit, 
hose fluctuations in recent years are il- 
‘strated by the accompanying chart. 


Other Factors 


There are two factors in addition which 
would tend to make the money situation 
even more stringent. In the first place, 
there is a very regular correlation between 
reserve-note circulation and degree of bus- 
iness activity, and particularly between 
note circulation and total payroll expenses 
(including both rate of wages and num- 
ber of persons occupied). This correla- 

on is characterized by a lag of four to 
six months. 

The demand for additional note circu- 
lation, which is one form of the demand 
for money, will, therefore, not show the 
effect of recent wage increases and of gen- 
eral increase in the level of business ac- 
tivity until four or six months from now. 
In fact, judging by previous experience, 
even should the total expenses for pay- 
roll decline, due to decreasing employment 
or to declining wages, or should the gen- 
eral level of activity decline, it would not 
prevent the demand for money for cur- 
rency purposes from continuing to rise 
for the next few months, even though it 
would decline later. 

In the second place, owing to the prac- 
tice of many of the large corporations of 
keeping large supplies of cash and other 
extremely liquid assets on hand, a prac- 
tice which has been intensified from 1921 
to the present time, the volume of bank- 

g transactions based on such holdings 

assets has shown a declining tendency, 
in other words, it has tended to reduce 

e mean velocity of circulation of money. 

From the purely banking point of 
view, then, there is little that is hope- 
ful to be expected for the bond mar- 
ket. On the other hand, the expectation 
{ a continuing need for credit expansion, 
or even of the maintenance of credit lines 
at their present high point, in turn de- 
pends on the question of whether busi- 
ess can be expected to keep up its pres- 
ent rate of activity. 

Now by most of the accepted criteria 
f a purely industrial and commercial 
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order: the production of pig iron and 
steel, U. S. Steel’s unfilled orders, pro- 
duction of the major metals, volume of 
foreign trade, position of the stock mar- 
ket, and the like, the business outlook is 
for a period of declining activity, although 
no man ventures to say at what point this 
recession will stop, except that it is un- 
likely that it will assume the proportions 
of a depression like that of 1921. 

If this is true, then to the extent that 
it is true we shall have to revise our fore- 
going opinions, based 


not been to reduce its amount, but mere- 
ly to make it possible to distribute it over 
the next six years in approximately equal 
amounts, which it is planned to handle at 
about the same dates as taxes are due. 
Actual reduction depends on the sur- 
plus left over each year, which is turn is 
affected by the activities of the Budget 
commision. These results have not been 
very inspiring. For the current fiscal year 
ending June 30 we are promised a surplus 
of 125 millions, which will undoubtedly 








on a continuation of 
the trend of the last 
twelve months. If 
business is going 
backward rather than 
forward, even if it 
will stop at a rela- sien 
tively high point and 

maintain it for some 
time, there will be no 
demand for additional 
credit facilities, and 
present reserves of 
the member banks 
with their reserve 
banks will admittedly 
be sufficient to main- 
tain such lines of 
credit as have been al- 
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ready extended, with- 





out the need of draw- 
ing on the credit facilities of the reserve 
banks themselves. 

From the industrial and commercial 
point of view, therefore, the outlook 
for bond prices is bullish rather than 
otherwise, and tends to some extent 
to counteract the rather bearish pic- 
ture presented by a consideration of 
the banking situation per se. 

Another set of considerations that bears 
on the outlook for money rates and hence 
for bond prices are the probable future 
requirements of the Treasury. There is 
apparently a decided tendency to over- 
estimate the actual achievements of the 
Treasury Department and of the Budget 
Directors in meeting the complicated 
financial problems which were among the 
heritages of the war. 

The fact remains that to a large extent 
the Government is still depending on the 
system of short-dated Treasury certifi- 
cates of indebtedness, issued in anticipa- 
tion of money to be raised by taxation, 
which was first introduced as one of Sec- 
retary McAdoo’s war-time financial ex- 
pedients. His successor has shown con- 
siderable technical ability in handling 
short-term financing at rates sufficiently 
in accordance with temporary money mar- 
ket conditions to assure a favorable re- 
ception to the new offerings as they were 
issued. 

The last batch of 400 millions in 434% 
notes, for instance, was more than 100% 
oversubscribed. This still leaves 750 mil- 
lions to be refunded or paid in the cur- 
rent year, while each year from now until 
1928 the sum to be disposed of in some 
way or other will be from 1,000 to 1,400 
millions. In 1928, the question of the re- 
funding of the Third Liberty Loan will 
come up. The whole result of the clever 
handling of the short-term and Victory 
note financing in the last four years has 


help somewhat but not seriously in the 
reduction of the debt. This surplus, it 
must be remembered, includes the record- 
breaking tax receipts of March 15 of this 
year, which may not be repeated next year 
unless business continues very good. Un- 
der the first and most widely-advertised 
of the Budget Directors the fiscal year 
closed with a deficit of some 700 millions. 

Moreover, the calculations of the Sec- 
retary of the Treasury are based on the 
assumption of a continuance of the policy 
of no tax reductions (except in the sur- 
tax rate, which would not be a net loss) 
and of no increase in expenditure. Should 
the so called “radical” Congress, which 
is to convene in December, carry out its 
indicated program, taxes in some lines 
would be sharply reduced and expendi- 
tures on such matters as agricultural re- 
lief, bonus, etc., might be sharply in- 
creased, and the Treasury outlook would 
be altered for the worse. 

As things stand, the Government is by 
no means out of the money market, in the 
best of cases, and should certain develop- 
ments arise, it might have to absorb larger 
quantities of money than are now planned 
for. So long as the Government con- 
tinues to use the existing banking ma- 
chinery for the easier solution of its 
own fiscal problems, this outlook will 
continue to be a depress-factor in the 
bond situation. 

It is evident from the foregoing analysis 
that there are various currents and 
counter-currents in the circulation of 
money and credit which prevent it from 
assuming an even flow in one direction. 
From the standpoint of the bond market 
there emerges as a result of our investi- 
gation at least this much: that the fear 
of a precipitate decline in the prices of 
high-grade bonds such as characterized 
the market of several years ago has been 
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removed, even though it is not yet pos- 
sible to say definitely whether bonds have 
turned the corner or not. 


It may be of interest to see how the 
principles brought out in the foregoing 
survey of the bond situation have worked 
out in the history of the bond market 
from 1914 to the present time. The ac- 
companying graph indicates how interest 
rates and bond prices move in opposite 
directions, and how lags sometimes appear 
between the reversal in the trend of in- 
terest rates and its reflect‘on in bond 
prices. Such a lag, lasting several months, 
made its appearance in the latter part of 
1914 and a very decided lag is to be noticed 
between the upward movement of interest 
rates from the low point of 3% reached in 
the last few months of 1915 and the begin- 
ning of the sharp downward move in bonds 
which did not commence until early in 1917. 

For a short time in 1918-1919 conditions 
were so upset that bonds actually moved 
with interest rates instead of against them, 
as usual. When bonds reached their low 
point around the middle of 1920, on the 
other hand, and when they commenced to 
decline in the third quarter of 1922, the 
lag was again very small This may be 
taken as an indication that by that time 
normal conditions had been re-established 
in the bond market. 

It is worth noticing that the long up- 
ward swing of interest rates, from 1915 
to 1919, coincides with the first period of 
the huge increase in gold importations into 
the United States. Roughly speaking, the 
main use to which the credit facilities 
made possible by these importations were 
put was the financing of an enormous ex- 
pansion of our foreign trade, the financing 
of the war, and the financing of a great 
expansion in our domestic bus‘ness. The 
fact that interest rates rose during this 
period, in spite of the constant fresh in- 
crements of gold reserve, indicates the 
enormous magnitude of the demands that 
were being made on the banks by the com- 
bination of these three sources of demand. 

They also indicate that the mere trend 
of gold balances is not of itself a sufficient 
guide to the trend of interest rates, and 
consequently of the bond market. At the 
same time, it is worth noticing also that 
of the twelve months ending June, 1920, 
that is, including the majority of the boom, 
nine showed an excess of gold exports 
over imports. While nothing like this 
has appeared so far in the second period 
of gold importation, lasting from the end 
of 1920 to the present, still there has been 
a well-defined tendency for gold imports 
to decline. 

From the standpoint of the historical in- 
terrelation of bond prices, interest rates, 
and the level of gold importations we may 
therefore expect a period of some 
stringency in money rates, followed by a 
steady decline in rates and a rise in bond 
prices. The latter development may come 
sooner than in previous years because this 
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Public Utilities: 
American Works & Elect. Corp. Col. 5s, 1984.... 
Dominion Power & Transmission Ist 5s, 1932. 
Denver Gas & Elec. Ist and Rfd. 5s, 1951... 
Havana Elec. Ry. Light & Power 6s, 1954. 
Northern States Power 5s, 1941 
Pacific Gas & Elec. Genl. and Rfd. 5s, 1942. 
Public Service Corporation of N. J. 5s, 1959 
Utah Power & Light 5s, 1944 
United Fuel Gas 6s, 1936 
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time the decline in gold imports coincides, 
not with an acceleration of business ac- 
tivity, as in 1919-1920, but with a slowing- 
down. This would tend to confirm the po- 
sition taken above, that the bond market 
has passed the dangerous phase, and -may 
soon be in the buying area. 
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% This represents the nymber of times interest on the companies’ entire outstanding | 
funded debt was earned, based on earnings during the lust five years. Interest on this issue 
was fully covered. 

* Principal and interest guaranteed by Dominion of Canada. t Callable in 1951. 
t Callable in 1936. 
(c) Lowest denom., $100. 
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Chicago, Rock Island & Pacific 





Rock Island’s Unenviable Position 


Why the Common Stock Declined—Its Prospects 


HE Chi- 
T cago, Rock 
Island & 
Pacific System, 
embracing over 
8,100 miles of 
road, constitutes 
one of the im- 
portant systems 
of the mildle 
west. Its lines 
resemble the fig- 
a hand, 
radiating from 
Chicago to five 
such widely sep- 
arated points as 
the Twin Cities, Watertown, S. D., 
Denver, Colo., Santa Rosa, N. M., and 
Dallas, Texas. In combination with the 
Southern Pacific it forms a through route 
tween Chicago and California. The El 
Paso and Southwestern, which runs from 
1 Paso on the Southern Pacific to Santa 
Kosa on the Rock Island, forms the con- 
ecting link. A great deal of transconti- 
nental traffic moves by this route, and the 
intimate relationship of these two roads 
has been recognized by the Interstate 
Commerce Commission which in its tenta- 
tive consolidation plan placed them in the 
same group. 
In 1917, the series of holding companies 
which had been organized to enable a 
group of speculators to more easily con- 
trol the Rock Island lines, was abolished. 
lhe company had been placed in receiver- 
hip in 1915 because of the financial ma- 
ipulations of which it had been made the 
victim, and the ill-advised policy of ex- 
pansion which had been engaged in, had 
lestroyed its credit. 
In the reorganization that followed, be- 
ides the elimination of these useless hold- 
ing companies, $20,000,000 of Debenture 
sonds were forcibly converted into pre- 
erred stock. Other than this the funded 


ures of 


By JOHN M. KENNEDY 


debt was undisturbed and only a small re- 
duction in fixed charges took place. 

Upon the payment of a 40% assessment 
the old capital stock, which had been out- 
standing to the amount of $74,360,000, was 
exchanged par for par into new common 
stock. Two issues of preferred stock were 
created, one entitled to 7% dividends and 
the other to 6%. Both series are cumula- 
tive but only to the extent of 5%. The 
company has been able to pay at the maxi- 
mum rate since 1917. 


Earnings 

In 1921, the first year of private opera- 
tion, the Rock Island secured fairly suc- 
cessful results. Due to advanced rates, 
gross revenues remained high in spite of 
a moderate falling off in tonnage. Tre- 
mendous savings in operating expenditure 
enabled the company to show net income 
available for interest charges of 15.4 mil- 
lions, in place of a negligible balance at 
the end of the preceding period. This re- 
covery was made possible by reducing the 
operating ratio from 94% to 82%. After 
paying the full dividends on both issues 
of preferred stock the balance applicable 
to the common stock amounted to $2.95 
per share. 

Unfortunately, these results could not 
be improved upon in 1922. The volume 
of traffic hardly varied at all, a decrease 
in agricultural products being counter- 
balanced by an approximately equal in- 
crease in manufactured goods. The rate 
reductions which went into effect caused 
a 10% decline in operating revenues and 
the net result for the year was income of 
a little less than $1.00 per share. 

So far 1923 has not been very encour- 
aging. Gross revenues, it is true, have 
risen slightly, but in nowhere like the 
same degree that has been true of most 
railroads. The first part of the year is 
never very profitable, but for the three 
months ending March 31, there was a defi- 
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Freight 
Density 
(Tons) 


Burlington 
Missouri Pacific 


Average Train Mile 
Per Ton Mile Train Load Earnings 
(Cents) (Tons) ($) 
1.43 407 4.03 
1.16 591 4.68 
1.27 495 4.56 
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cit after charges of nearly $1,500,000 com- 
pared with $800,000 for the first quarter 
of 1922. The remainder of the year may 
be expected to produce a surplus after 
charges, but the record so far does not 
justify one to anticipate that there will be 
very much available for the junior stock 


Operating Features 


The Rock Island’s capitalization is not 
heavy, but with the operating ratio around 
80% it cannot secure an appreciable in- 
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come. This is due to the fact that almost 
19% of its gross revenues are required 
for taxes, fixed charges and preferred 
dividends. Its potential earning capacity 
is large, but with present levels of rates 
and expenses it is doubtful that the pro- 
portion of revenues absorbed by operating 
costs can be reduced much further. 

The accompanying table compares cer- 
tain important operating features of the 
Rock Island with the Burlington and the 
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Missouri Pacific. It will be noted that, 
although its volume of traffic is slightly 
lower, the average rate per ton mile at 
which it is carried is considerably higher. 
About 30% of its total tonnage consists 
of agricultural products, which are high- 
grade freight. This makes its revenues, 
when figured on a per-mile basis, entirely 
satisfactory. 

The average train load, however, is far 
below that of either of the other roads, 
and consequently train-mile earnings are 
correspondingly lower. Notable progress 
has been made in the last decade in rais- 
ing these figures but they still compare 
unfavorably. The operating problem on 
the Rock Island is extremely difficult, due 
to the fact that its lines are spread over 


such a vast territory and traffic moves in 
so many different directions. This factor 
is probably largely responsible for the 
relatively low average trainload. 

Under present conditions the common 
stock appears far removed from any pos- 
sibility of dividends. It is now selling at 
about 29 and, although this is far below 
its high of 1922, when it reached 50, it 
does not seem to occupy a particularly at- 
tractive speculative position. It will un- 
doubtedly move in accord with the rest 
of the railroad market, but several 
other issues selling around the same 
figure, such for example, as Southern 
Railway and St. Louis Southwestern, 
are entitled to more favorable consid- 
eration. 








Baltimore & Ohio RR. Co. 





Will B&O Resume Dividends This Year? 


Earnings Results Thus Far and the Outlook 
By JOSEPH M. GOLDSMITH 


ONTRARY to market sentiment 
C during the early part of 1922 the 

Baltimore & Ohio did not restore its 
common stock to a dividend basis. The 
road’s encouraging showing for the first 
half of the year made it appear probable 
that disbursements, which had been sus- 
pended in 1918, would again be resumed. 
Unfortunately developments in the latter 
months dissipated such hopes. 

Although the strike of the railway 
shopmen affected all roads throughout the 
country, it hit the Baltimore & Ohio with 
particular severity. Net operating income 
fell off sharply in July and large deficits 
followed in the two succeeding months. 
President Daniel Willard estimated that 
in lost revenues and added expenses the 
walkout cost the company in excess of 
$10,000,000. The recovery in the last 
quarter was surprisingly rapid, but it 
could not make up for the decidedly ad- 
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verse period that had preceded it. The 
net result, as the appended income state- 
ment shows, was earnings of $1.40 per 
share on the common stock. 


Better Results in 1923 


The marked improvements which took 
place in the closing months of 1922 con- 
tinued at an accelerated pace in the cur- 
rent year. The volume of traffic has been 
tremendous, as evidenced by the fact that 
gross revenues equalled 62 millions for 
the three months ending March 31, as 
compared with 48 millions for the first 
quarter of the preceding year. When it 
is considered that the first part of 1922 
was very satisfactory from a traffic stand- 
point, partly because of the speeding up 
of coal shipments in anticipation of the 
strike scheduled for April 18, this year’s 
record is all the more remarkable. 

The immense tonnage being handled 
has brought about a similiar advance in 
net operating income. Although expenses 
have mounted as a result of the larger 
volume of business, they have not done 
so in the same proportion. For the three 
months’ period, net operating income 
amounted to 105 millions, which is 38 mil- 
lions ahead of 1922. On the’ basis of these 
figures the company is earning at an ex- 
tremely high rate on its common stock, 
especially in view of the fact that the 
early months normally produce only a 
small percentage of the year’s income. 

It is impossible to accurately estimate 
a year’s income on the basis of a few 
months, due to the ever changing condi- 
tions under which every enterprise oper- 
ates. Over a ten-year average earnings 
for the first quarter represented only 12% 
of the total. A computation on this 
assumption would lead to quite a fantas- 
tic figure of something like $40 per share. 
If we employ the more reasonable method 
of considering that the first quarter will 


produce one-fourth of the aggregate, we 
obtain a result of $13 per share. 

Whether the Baltimore & Ohio will, as 
a matter of fact, realize the latter figure, 
involves a discussion of its traffic outlook. 
Upon careful examination the present sit- 
uation appears abnormal and it is improb- 
able that the road can secure for an in- 
definite length of time the volume of 
business now moving over its lines. 

Conditions in the iron industry auto- 
matically regulate a large proportion of 
the Baltimore & Ohio’s traffic. Iron ore 
and iron products average over 10% of 
the company’s tonnage. The road is one 
of the important soft-coal carriers, this 
item constituting about half of the total 
trafic; and the amount of coal trans- 
ported is intimately related to the output 
of iron and steel and their various allied 
products. 
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Operations in this particular industry 
are now practically as near capacity as 
can be attained with the available supply 
of labor. The abnormal production of pig 
iron and its derivatives has raised the ton- 
nage upon which this railroad is largely 
dependent to unusually high levels. How 
long these conditions will be maintained 
is a question we shall not attempt to an- 
swer, but it is apparent that the present 
pace must eventually slacken. There is 
nothing in the situation to presage an ab- 
rupt decline for some time to come, but 
in forming an estimate of the Baltimore & 
Ohio’s earning capacity over a period of 
time, we must not permit the abnormali- 
ties now existing to lead us to exaggerated 
predictions. 

Barring a repetition of last year’s labor 
disturbance, we are justified in assuming 
that the balance available for the junior 
stock issue will be large, even after mak- 
ing due allowance for whatever falling 
off in traffic may reasonably occur. Con- 
sequently the company should be in a posi- 
tion to resume dividends in the not dis- 
tant future. Whether and when its direc- 
tors will deem it expedient to inaugurate 
payments, is of course a question which 
is merely a matter of speculation. 


Status of Bonds 


The New York Banking Law prescribes 
the conditions under which a railroad bond 
may be purchased by savings banks. One 
of the provisions stipulates that the obli- 
gation must be that of a road which has 
paid at least 4% on all its stock for five 
consecutive years preceding. Due to the 
unusual conditions existing during the 
war, this requirement was waived until 

(Please turn to page 163) 
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A Southern Road 


Opens New Era 
in BR. R. Service 
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The Virginian Railway Move and 
Its Significance to Country at Large 


(This descriptive story of the moderni- 
ion of what was once “Roger’s Folly” 
cas written exclusively for THE Maca- 
ne OF Watt Street by Frank H. 
hepard, Director of Heavy Traffic of the 
iestinghouse Electric & Manufacturing 
) 


sources of our country—its great 

coal, oil, and metal deposits, im- 
mense wheat and corn fields, and innumer- 
able manufacturing plants. And most 
people realize that these are the things 
that make life in the United States com- 
fortable and have raised the standard of 
our living far above that of any country 
in the world. But as recent events show 
clearly, it is not generally understood that 
these things are quite worthless in them- 
selves. What is a million bushels of 
wheat in the farmers’ barns to a starving 
family? Or a mountain of coal at the 
mines to one whose coal bins are empty? 
Unless the products of our farms, mines, 
and factories can be transported to those 
who want to use them, they benefit neither 
the producer nor the consumer. 

Our railroad system is, therefore, an 
ssential factor in the lives of all of us. 
\hen it can serve our needs properly and 
carry promptly the traffic offered to it, we 

prosperous and our lives are easy; but 

it were to cease in its development, 

idstuffs would rot in the fields, mines 
and factories would be closed down, and 
very American would suffer. 

Up to about fifteen years ago, there was 

need to feel concern about our rail- 
ids. When developments were needed, 
hey were promptly made—indeed, they 
were often’ anticipated. But since that 
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tion on the Virginian Railway 

a promises to double the coal-carrying 
capacity of the road 





time, largely through the action of re- 
strictive legislation, the trend of railroad 
credit has been towards extinction. It has 
been impossible to obtain the new capital 
needed, and consequently normal growth 
has practically stopped. With such means 
as were at their disposal, the railroads 
have made heroic efforts and, for the most 
part, have rendered effective service to the 
public. But this is a rapidly growing 
country. Our traffic requirements 
double every ten to twelve years, so 
that we should today have twice the 
transportation facilities that we had in 
1912. But there has been no such in- 
crease in these facilities. Through a 
restrictive policy that is little short of 
witless, the people have put a stop to 
railroad construction, obviously not 
realizing that railroad development is 
far more necessary to themselves than 
it is to the railroads. As a result, ws 
are now at a point where it is generally 
recognized that if great prosperity 
were to spread over the country, it 
would be checked shortly after it was 
started by the inability of our railroads 
to handle the resulting traffic. 

In the midst of this serious situation, it 
is most encouraging to find a railroad that 
has definitely started to increase its capac- 
ity so as to meet the future needs of the 
country. The Virginian Railway, con- 
structed by the late H. H. Rogers, runs 
from Deep Water, West Virginia, through 
the rich Pocahontas and New River coal 
fields to the sea at Norfolk, Virginia. It 
was built and equipped for handling a 
tonnage far in excess of what then ap- 
peared to be reasonable expectations, and 
in consequence, became generally known 
as “Roger’s Folly.” However, Mr. Rogers 


knew what he was about. Almost from 
the very beginning, the Virginian’s suc- 
cess in operation made it the envy of many 
an American railroad. 

But great as was its original margin in 
capacity, the limit has now been reached. 
Some seven million tons of coal a year 
can now be normally hauled out of the 
territory served by the Virginian—and 
that is about all. It is, however, far from 
the intention of the Virginian’s manage- 
ment to set bounds to the resources of this 
most important district. Immense quanti- 
ties of the finest coal in the world are 
there, and consumers should be able to ob- 
tain all of it they want. Hence, the Vir- 
ginian has made every effort to raise its 
traffic capacity to the highest possible 
point, and it is today operating the largest 
trains in the world, drawn by the most 
powerful of steam locomotives, made up 
of cars of the greatest capacity, and 
equipped with extra-capacity air brakes 
designed especially for this railroad's use. 
But this splendid equipment is now haul- 
ing all the coal it can handle. To trans- 
port more coal, extensive improvement 
must be made. 

The crux of the situation lies in the 
grades over the Allegheny Mountains. To 
run the Virginian’s immense trains over 
these grades, three of the heaviest Mallet 
locomotives are used. Though this rep- 
resents the greatest concentration of power 
that can be applied to the trains under 
steam operation, the maximum grade 
speed is not over 7 miles an hour. Else- 
where the traffic moves freely enough, but 
the retardation on the grades is the factor 
that limits the Virginian’s capacity. 

After a careful study of other alter- 

(Please turn to page 162) 


Type of steam locomotive heretofore used on Virginian lines 
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Money, Credit and Business 


gue Containing a Statement by Winthrop L. Marvin, Vice- 
President of the American Steamship Owners Assn. 


The Shipping Situation in Black 
and White 


Where Our Merchant Marine Stands and Where It 
Is Heading—Amazing Growth of Intercoastal Traffic 


By RALPH RUSHMORE 


home demand for shipping, the amount 


Manager of the American Steamship 
of privately owned ships laid up is very 


Owners Association, whose views on ship- 








IT the Tragedy In 


Ocean Rates 


Wverage Ist. > Months 
of 1920, ‘24, '22623* 


HE volume 
' of this 
country’s 


foreign trade 
in the first 
quarter of the 
current year 
was smaller 
than for the 
same period in 
any year since 
1916. It amount- 
ed to approxi- 
mately 1.8 _ bil- 
lions of dollars, 
as against 3.6 
billons in the 
peak period of 
1920. 

Ocean freight 
rates during the 
first quarter of 
1923 averaged 
only 22% of the 


ping were specially sought in connection 
with this article, “the volume of business 
is disappointing, particularly as regards 
exports to European ports in general. 
Traffic rates remain at unremunerative 
levels, even the best lines finding profitable 
operation difficult. Many ships are being 
kept in operation just for the sake of 
activity. 

“Prior to the occupation of the Ruhr, 
there was a comparatively heavy demand 
for coal from this country, and coal car- 
goes for a period were large in volume. 
Now, however, that the Ruhr situation 
seems to be adjusting itself, a decl’ne has 
set in in coal traffic. 

“Intercoastal shipping reflects the gen- 
eral prosperity prevailing in American 
domestic business. It is constantly in- 
creasing. Rates on intercoastal shipping 
are not h’gh, but they are favorable. All 
shipping engaged in intercoastal trade is 


inconsiderable. 

“Passenger traffic threatens to fall be- 
low the level of last year,” continues Mr 
Marvin. “This may be traced to unsettle- 
ment abroad, in part at least, which seems 
to have discouraged travel. So far as 
third class passenger movement is cun- 
cerned, that, of course, has been reduced 
to a minimum by the operation of the 
Immigration Law. Nor do I see any like- 
lihood of a revision of the law. The 
sentiment of this country seems to be op- 
posed to letting down the bars.” 


Stagnation Is World-Wide 


Stagnation—or prostration—in shipping 
is not true of this country alone. Note 
that the total tonnage of merchant vessels 
launched in all countries last year was 
only 2.4 millions, in contrast with some 7.1 
millions launched three years previously 


privately owned. It is therefore interest- Of these launchings, the United States 


January, 1920, |! . : 
ing to note that, because of the American could account for only 120,000 tons, the 


scale. In other 
words, they re- 
cl a Our Diminished Trade Volume 
cline of some 2.5 nae 

78% in a little 
20 1920 '24 ‘22 ‘23 more than three 
#*In% ot January 1920. years’ time. 
Passenger 
traffic— particularly tourist and, so 
to speak, “reparation” traffic — which 
it was hoped might bolster up 
the shipping business under post-war 
conditions, actually tended in the op- 
posite direction. Utilizing figures on 
eastbound passenger traffic of all trans- 
Atlantic steamers from our three prin- 
cipal ports as an index, it is noted that 
total Ist, 2nd and 3rd class passenger 
movement combined in the Ist quarter of 
1923 was only 32 thousand, against 55,000 
in the same period of last year, and 95 
thousand in the same period of 1913. 
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west since 1897 and only about 8% of 
total. Great Britain’s total tonnage 
receded to 19 millions; that of the 
ited States to 15.8 millions. 
jermany was an exception to the rule, 
| continues to be an exception. Due to 
hat may be most temperately described 
“unexpected ramifications” of the Ver- 
lles treaty, the German nation has en- 
d a sensational boom in its marine 
tivities. The country was stripped of 
!! but half a million tons of its fleet by 
treaty; but for that part of its fleet 
which it was divested, it was credited 
the prices prevailing in 1919. Fol- 
ved the period of depression in world- 
hipping, which saw prices cut to frac- 
ons. Then Germany, or the German 
hipping interests (by what those who be- 
lieve nations can go bankrupt might call 
legerdemain) discovered sufficient sums 
to permit re-purchase of a large part of 
its tonnage. Bought in at the far lower 
levels, a considerable proportion of the 
German fleet may be said to have been the 
object of a “short sale,” deftly covered, 
on a gigantic scale, the simile not being ‘n 
the least spoiled, although rendered more 
ironical, by the fact that this enormously 
profitable short sale was forced upon the 
aggrieved nation. Germany derived addi- 
tional aid from the, fact that her currency, 
however depreciated, was worth more at 
home than abroad: Her wages were lower. 
The total effect of the peculiar ad- 
vantages under which Germany has 
been working has been to bolster up 
her ship-tonnage from 500.000 at the 
close of the war to some 2,225,000 to- 
day, and she promises to have 3,000,000 
by the end of this year! 
With the single exception of Germany, 
vever, it might seem difficult to find a 
f ht spot in the ocean-shipping world 
lav. 


] 


Leaders Not Dismayed 
Don't quote me as being unduly pessi- 
‘tic in the present situation,” said Mr. 
rvin to the writer. “I have seen ship- 
ng in just as bad a fix as this before.” 
thers, as well, among the leaders in the 
lustry seem to manage to keep their 
ids up despite the inordinate difficulties 
ler which operations have ben neces- 
rily conducted. No higher authority 
ld be quoted, perhaps, than President 
irrell of the United States Steel Corpo- 
tion; and this gentleman (in a recent 
laracteristically thorough analysis of the 
tuat‘on, submitted before the National 
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Foreign Trade Council held at New Or- 
leans) points out: 
That, although the world’s ship tonnage 








Even Passenger Traffic In Slump 


1! Trans-Atlantic Liners from WY, Boston & Phila 
sonsare tare, Incluss ¥e 
1 7 


$0 


25 


22 
. Class Class 
-In -Theousands- 


Clas> 

















today is greater by 16.5 million tons than 
it was a decade ago, the effective ton- 
nage is only 9 million tons greater; 


That, 50% of the cargo ships of foreign 
countries are more than 15 years old and 
will require extensive reconditioning in 
order to conform with insurance specifi- 
cations ; 

That wages enforcedly paid on Ameri- 
can ships approximate only about 9c. per 
d.w. ton per month more than on the 
ships of our principal competitors ; 

That, 1 million tons of the orig nal Gov- 
ernment fleet has been marketed, the re- 
March 15th being 
9,274,931 tons, 


maining total as of 
1,385 steel steamers of 
d.w.; and, finally, that 

Europe, last year, bought from and sold 
to the United States more than any other 
continent. 


Conclusion as to Trans-Atlantic 
Shipping 

Foremost factors in American trans- 
Atlantic shipping depression since the war 
have been: (1) Collapse in European Buy- 
ing Power. (2) Surplus Ship Tonnage. 
(3) Immigration Law. (4) Government 
“Competition.” Whatever hope there is 
for the future of the industry must evi- 
dently lie in the correction of at least the 
more drastic of these factors. 

As to the first of them, one man’s guess 
seems as good as another. Suffice it to 
say here that, if Europe’s hopes of a re- 
stored buying power must be predicated 
upon extension of credits from the United 
States, or other tangible cooperation on 
our part, then the “happy day” may be 
a long way off. This country has had a 
taste of isolation, both politicil and eco- 

(Please turn to page 175) 
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Industrials 


Companies That Should Fare Well 
in Depression 


Overhaul Your Stockholdings Now! 


RRESPECTIVE of their opinions 
I as to the immediate future of the 

market, most investors will agree 
that now is a good time to overhaul their 
stockholdings from the standpoint of 
how they are likely to fare in the event 
of a general slowing down of business 
activity. Whether this slowing down 
comes sooner or later, it is undeniably 
closer to us now than during the last 
tentative slump in October of last year, 
and it is constantly getting closer. 

The cautious investor will therefore at 
this time be apt to prefer stability of 
earnings in the companies in which he 
invests to the possibility of extraordinary 
earnings, as the latter are usually accom- 
panied by the possibilities of extraordi- 
nary losses. He might even be tempted 
to switch from the less stable into the 
more stable stocks, assuming that he had 
no market losses to complicate his prob- 
lem. 


The Important Factors 


It is therefore of interest, at this stage 
of the market, to figure out what factors 
contribute to the stability of an industry’s 
earnings in the event of some such de- 
pression as now seems likely to come. In 
the first place, we can distinguish a large 
group of companies whose volume of sales 
remains about the same, year in and year 
out, irrespective of the general level of 
business activity. 

A good many of these are of the type 
that cater directly to the consumer. The 
chain 5-and-10-cent store, the gas, elec- 
tricity, water and street car lines, manu- 
facturers (not dealers) of groceries, mov- 
ing-picture concerns, all these that supply 
normal every-day wants, even when they 
partake somewhat of a luxury nature, are 
apt to show comparatively little fluctua- 
tion in the volume of their sales as busi- 
ness in general fluctuates. 

They will be affected to some extent, 
of course, by a general reduction in buy- 
ing power, but less than is usually thought. 
They usually sell at a low price per unit, 
their sales prices (retail) are often fixed 
by tradition and convenience at round fig- 
ures like a nickel, a dime, a quarter, etc., 
and often because of position or trade 
dominance they enjoy a sort of semi- 
monopolistic superiority which tends to 
stabilize their business, e. g., a trolley 
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By JAMES GARRISON 








line with no compe- 
tition, or Arrow col- 
lars, or well-adver- 
tised brands of 5- 
cent chocolates. 
Another kind of 
stability, and a less 
dependable one, is 
attained by certain 
companies which in 
times of prosperity 
roll up large volumes 
of orders which are 
not to be filled for 
many months, or a 
year, ahead. This is 
apt to be particu- 
larly true of rail- 
road equipment 
companies, manufac- 
turers of heavy ma- 
chinery, pumps, ma- 
chine - making ma- 
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chinery, such as 
lathes, screw-cutting 
machines, etc., and 
makes of certain kinds of special steels 
and alloys. . 

Because of the nature of their business 
and the large size of their major cus- 
tomers, these companies are practically 
exempt from the fear of wholesale can- 
cellations such as befell the textile in- 
dustry during the last depression. On 
the other hand, though their. prosperity 
may continue for a year after business 
in other lines has begun to slow down, 
the same “lag” will take place when gen- 
eral business prosperity returns, and they 
will have to go along on a small volume 
of new sales and orders until most other 
lines have reached a relatively high degree 
of prosperity. 

This is a drawback to the long-term 
holder of investment stocks, as over a 
period of years his companies will go 
through the same or similar ups and 
downs as the other companies, but for 
the investor who intends to liquidate’ his 
holdings at the approach of poorer busi- 
ness, it means that his stocks will be 
earning large amounts in dollars per share 
while others are running at a deficit. 


Inventories As a Factor 


There is one factor, however, which 
may counteract the effects of continuing 


good business in a period of depression, 
whether, as in the first cases, it is per- 
manent, or as in the second group, is only 
deferred. This is the necessity that cer- 
tain lines are under necessity of keeping 
large inventories constantly on hand, by 
the nature of their business, which may 
prove a bad handicap in a falling market. 
The writing-off of inventory depreciation 
necessary in such companies may over- 
come the good effect of sustained current 
earnings. 

The packers, for instance, are in a 
peculiarly unfortunate position in this 
respect. They have to buy meat animals 
as offered, to assure the farmer of a 
steady sale for his products. It takes a 
considerable length of time, from sixty to 
ninety days’ in some cases, between the 
receipt of the animals to their exit as 
sausages, hams, lard, etc. Inventories 
must therefore be kept large to insure 
continuous operation of the plants, which 
is also made necessary by the huge over- 
head expense. When livestock and meat 
prices tall, therefore, the packing com- 
panies are compelled to accept a heavy in- 
ventory loss, and worst of all, to keep 


‘on buying fresh livestock knowing that 


the market will continue to fall and that 
further losses will have to be taken. 
At the opposite extreme is a company 
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like the Borden Co. So far as their fresh 
milk delivery is concerned, their inventory 
never amounts to more than a day’s sup- 
ply, although in their manufactured 
products department, including condensed 
and evaporated milk, milk chocolate, etc., 
their inventories are those normal in a 
manufacturing enterprise whose products 
co readily and regularly into retail sale. 
All in all, however, their inventories are 
bound to be light, by the nature of the 
business, hence no great losses have to be 
taken in a falling market. 

It 1s evident, therefore, that the specu- 
lative position of a commodity, in con- 
junction with the average ratio of in- 
ventory to net sales, as determined both 
by the nature of the business and the 
eficiency of the company’s sales d=part- 
ment, plays a large role in determining 
the net profits. In fact, in certain lines 
where possible losses on this account may 
be very heavy, no amount of stability in 
total sales can overcome the depressive 
influences of the inventory write-offs 
made necessary by these factors, in the 
event of business depression and falling 
markets. 

\Ve must except, therefore, from our 
previous generalizations concerning com- 
panies whose products are trade-marked 
and go directly into consumption, such 
as are compelled fo carry large inven- 
tories which may prove to be sources of 
great loss. 


Individual Circumstances 


As a practical matter, also, we must 
remember that the peculiar conditions of 
the individual company may outweigh the 
general conditions of its industry. For 
instance, in 1921, which was a year of 
pretty general depression throughout 
the automobile industry, Studebaker had 
one of the best years of its career. On 
the other hand, a company that is over- 
capitalized or mismanaged or otherwise 


mal company, that is, one not exceptionally 
well or badly capitalized and managed, the 
fluctuations of the industry will determine 
the fluctuations of the company’s earnings. 
In the following paragraphs we shall 
briefly consider five companies from the 
points of view previously brought out. 


FAMOUS PLAYERS-LASKY CORP. 


The success of this company in passing 
unharmed through the trying year of 1921 
is an index of the fundamental stability 
of its business. The total expenditure of 
any person for “movie” admissions is such 
a slight part of his budget, and in many 
cases the actual satisfaction enjoyed, rela- 
tively to the price, so great, that it is one 
of the last of the “luxury” items to be 
economized on. 

As a result the company showed $17.55 
a share earned in 1921, compared with 
$19.61 in the preceding year, which marked 
the record showing of its career, and 
$13.49 a share in 1922. 

Because of the nature of the industry, 
trade-marks and names play a considerable 
role, and in this respect the company ranks 
highest in its field, as to number of stars 
engaged, feature films produced, etc. It 
also has a very complete distributing and 
exhibiting organization, thus making it a 
complete cycle of its industry. The 
greater the degree of dependence on well- 
established names, so to speak “trade- 
marks,” the less the company is subject to 
actual competition, as many people will go 
to see a film solely because of the name of 
the leading actor. This imparts a high 
degree of stability to the company’s busi- 
ness. 

On the exhiffiting side, the company is 
supposed to own over 50% of the entire 
seating space of the movie theaters in the 
major cities of the United States. In 
New York alone it controls the Rivoli, 
the Rialto and the Criterion, three of the 
largest in the city. The combination of 
the production and exhibition ends of the 





intrinsically weak may col- 
lapse no matter how fa- 
vorable the situation of its 
industry, though usually 
the breakdown is deferred 
until the industry as a 
whole shows signs of 
weakness. A milder case 
of the same thing is a con- 
spicuous failure to make 
good in periods of general 
prosperity; in 1920, for 
instance, the Atlantic Gulf 
& West Indies Steamship 
Lines failed to earn any- 
ing on the common, 
| in 1922 the American 
ternational Corporation 
arned only 4 cents a 
rare, during a year of 
usiness recovery, or less 
n it did in 1921. 
These exceptions, how- 
ver, merely emphasize the 
essity of considering a 
npany on its own finan- 
ial merits, as well as 
ith regard to the position 
the industry. In the 
long run, and for the nor- 
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WHERE THE MOVIES ARE MADE 


An aeroplane view of Hollywood where Famous-Players and other 


large producers have their studios 


business in the same hands lends a further 
degree of stability. 

The current dividend rate of $8 a share 
has been paid regularly since 1919. In 
view of the well established earning power 
of the company, it seems likely that this 
dividend will be continued, and the stock 
therefore looks like a reasonable specu- 
lative investment at current low prices 
around 74, at which level the stock 
yields more than 10%. 


F. W. WOOLWORTH CO. 


The steadily increasing success of the 
Woolworth chain of variety stores is too 
well-known to need detailed comment for 
its own sake here. It is of interest, how- 
ever, to point out two features of the 
nature of this growth. In the first place, 
as the number of stores, gross volume of 
sales and net earnings have shown a steady 
advance, so the earnings in dollars per 
share have shown an irregular but per- 
sistent improvement from the already 
high level of nearly $10 a share before 
the war to $19.34 in 1921 and $26.42 in 
1922. 

In the second place, this development 
seems to be unaffected by the general level 
of business prosperity. When business is 
good, people have more money to spend 
on minor knick-knacks, luxuries, and the 
like which may be obtained at the 5-and 
10-cent store. When times are bad, it is 
found that many articles of utility like 
household furnishing, handkerchiefs, and 
the like can be purchased more cheaply, 
value for value, at the variety store with 
its huge volume of purchases than at the 
sources wheré people shop when money 
is plentiful. In this way Woolworth gets 
the business “going and coming,” as the 
phrase goes. 

Because of this feature of its business, 
and its steady growth, the stock has acted 
market-wise somewhat after the fashion of 
a bank stock or one of the Standard Oil 
group—selling at a high price, relatively 
inactive, and being bought 
not so much for the in- 
come yield as for the 
steady accretion of values 
and the prospect of a stock 
dividend or split-up of the 
high-priced stock with a 
net total increase in the 
dividend rate. 

Cash dividends have 
been paid at a very con- 
servative rate, in compari- 
son with earnings, the 
rate having been slowly 
increased from 2% in 
1912 to 8% from 1917 to 
1922, with an extra of 2% 
in the latter year. In 1920 
a stock dividend of 30% 
was paid. At the current 
level around 230 the stock 
yields only 3.5%, so that 
obviously it is only the 
prospect of a stock divi- 
dend that accounts for 
the price. The company’s 
policy appears to be quite 
conservative in this regard, 
however, as toward the 
(Please turn to page 179) 
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Otis Elevator Company 





A Beneficiary of the 
Building Boom 


Giving Some Facts of Interest About 
the Well-Known Elevator Company 


Otis Elevator in that knowledge is 

quite general about the company’s 
products, and yet there is relatively little 
known about the company’s securities. It 
is commonly accepted that Otis Elevator 
is one of those corporations which goes 
along year in and year out earning good 
surpluses, paying good dividends, always 
in a comfortable treasury position. 

Nevertheless it is not probable that the 
common stock or the preferred stock, for 
that matter, are widely distributed. There 
is not a great deal of current interest in 
the common stock, although there was 
more last year when it was rumored that 
a capital readjustment was imminent. 
About a year ago there were several re- 
ports current concerning plans for re- 
capitalization, commonest of which was 
one to the effect that a 50% stock div'dend 
might be paid, to be followed by a split 
up of the $100 par value common shares 
into 4 of $25 par value. It was in August, 
1922, that the report gained most strength 
but nothing has developed and it is not 
even mentioned now. 

Quite naturally, with the building boom 
that has been under way for the past year 
and a half Otis Elevator has been in re- 
ceipt of a big volume of business. Sales 
for the first ;uarter of 1923 have been large 
enough to warrant the statement that they 
were considerably in excess of the same 
quarter of 1922. About 28 million dollars 
of unfinished contracts were carried over 
into 1923 and witn this as a basis, it is 
reasonably claimed that Otis Elevator is 
assured of sufficient business to keep fac- 
tories going all year. Recently several 
large building projects have been post- 
poned in New York City on account of 
high construction costs and this has given 
rise to the belief, or perhaps theory, that 
the building boom has begun to flatten 
out and will gradually taper off. 

It may be safely said, however, that 
building contracts which have been placed 
and which now represent work in progress 
assure activity for months to come even 
though there should be decreases in new 


Tots is a bit of a paradox about 


contracts. Therefore there is no reason 
to suppose that 1923 insofar as Otis Ele- 
vator is concerned will not be a year of 
satisfactory earn‘ngs nor is there any rea- 
son for believing that the present dividend 
rate of $8 cannot be continued. In the 
first 3 months of 1923 earnings equalled 
$3 a share on common. 
Strength of Finances 

Aside from the question of earnings 
there is another factor to consider and that 
is financial condition. The balance sheet 
as of December 31, 1922, revealed a very 
strong position and showed net working 
capital to be $13,681,000. The strength of 
this may be judged when it is considered 
that the total amount of common stock 
outstanding is $14,227,000. 

At the end of 1921 there was a similar 
strong position. In this connection it may 
be mentioned that at the end of last year 
cash and U. S. certificates of indebtedness 
totalled over 6 million dollars, or 40% of 
current assets. In addition to this work- 
ing capital as shown juét above, the 
balance sheet at the end of the year, under 
surplus account, showed a reserve of 2 
million dollars for working capital. 

At the beginning of 1923 it was stated 
that because of the expansion in business it 
would probably be advisable to spend sub- 
stantially for additions to facilities and at 
the same time it was said that there would 
be no new financing necessary in connec- 
tion with any expenditures for plant en- 
largement. As has been previously stated, 
last year when the common shares sold 
above 160 it was anticipated that there 
would be some kind of a capital readjust- 
ment beneficial to shareholders. At the 
end of 1922 undivided profits account was 
$1,246,000, which does not seem to be a 
surplus large enough to invite the theory 
of a substantial stock dividend. 


It is likely that much of the talk last ° 


year of a large stock dividend was based 
on the fact that in July 1921 a stock divi- 
dend of 50% was paid. ‘This followed a 
year when net earnings amounted to $26 
a share on the an ount of common stock 
outstanding before the declaration of the 








Net Revenues 
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stock dividend, an! was regarded as con- 
servative because earnings had really 
reached a stage where they were out- 
stripping capitalization. 

Now however the same condition does 
not seem to exist. The company is doing 
and has done a big business, big enough 
to warrant cash payments of $8 a share 
on the common stock, but net earnings 
do not show, naturally enough, the large 
balances which they showed when there 
was less than 100,000 shares of stock out- 
standing. Now there are 142,000 shares 

There is no attempt here to suggest any- 
thing that hints o: over-capitalization but 
it is suggested that the amount of share 
capitalization outstanding at the present 
time seems to fit in quite adequately with 
known earn'ng power. Furthermore the 
business upon which the company depends 
for large profits has been riding along on 
a crest for some little time ard there is not 
the same prospect of expansion that there 
was a year ago. 

Otis Elevator has no funded debt, 3 mil- 
lion dollars debentures having been con- 
verted into common stock about three 
years ago. 

Ahead of the common stock is an issue 
of . $6,500,000 6% non-cumulative pre- 
ferred. Naturally dividends on this issue 
haye been paid regularly and it is very 
well protected by earning power and asset 
values. There is no reason whatsoever 
to accord the preferred stock anything 
but a first-class riting even though the 
issue is non-cumulative. 

As for the common, there is probably 
not the same incentive from a speculative 
standpoint to buy as there was a year ago 
when the bull market had yet to get into 
full stride and when visions of capital 
readjustment and melon cutting were 
prominent. The writer bel‘eves that it 
would not be conservative to buy Otis 
Elevator common with any such ideas in 
mind at the present’ time, but the stock 
selling around 125 yields a trifle over 6% 
and this dividend ought to be maintained. 
At the same time one cannot escape 
the impression that earning power is 
now at or near peak, and therefore the 
speculative lure of constantly expand- 
ing profits is gone, or at least, going. 
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Pittsburgh Coal Company 


Is Pittsburgh Coal’s Dividend Secure? 


Rapid Changes in Dividend Status—Outlook for the Stock 
By JOHN MORROW 











BVIOUSLY the prosperity of bi- 
tuminous companies is absolutely 
intertwined with the activity at 
ifacturing plants and with the volume 
iil traffic. Both of these governing 
rs are now “bullish” rather than 
wise in their relation to the bitumi- 
companies. 


PITTSBURGH COAL CO. 


Earned on Range, Common 
Commcn ivs. Stoc 
Per Share High 


Gross Receipts Net Incom> 


$29.375,738 
50,025,017 
49,608,827 
37,303,131 
48,596,589 
37,638,991 
34,268,650 


$3,143,525 
14,076,852 
9,006,854 
4,559,716 
30,932,715 
3,673,543 
3,714,952 


is well known, the coal industry was 
hit by the strike of last year and as 











tter of fact the settlement which fol- 
| the suspension of work was more 
e nature of a truce than a lasting 
For years it has been varicusly 
ed that conditions in the bituminous 
try were fundamentally unsound be- 
the potential supply was too large 
Imit full operations 12 months in the 
and because’ competitive conditions 
h existed were not conducive to 
ined stabilization. For years the 
factor has been unsatisfactory and 
te the causes for dissatisfaction have 
been removed. 
curities of the bituminous companies 
not especially prominent but the 
s of one of them, Pittsburgh Coal, 
lly commands more than passing in- 
This company c.vns or controls 
164 thousand acres of coal lands, 
ly in the Pittsburgh district. In addi- 
to mining properties the company con- 
loading stations and storage facili- 
at various points on the Great Lakes, 
d naturally has river facilities at Pitts- 
th. Capital fixed assets, including 
| lands, plants, and equipment are car- 
ried at about 125 million dollars, against 
vhich there is an outstanding capitaliza- 
n of approximately 81 million dollars, 
luding funded debt and stock. Invest- 
ts are carried on the balance sheet at 
it 5.3 millions, making coal lands and 
stments total 117 millions. In the 
tsburgh district alone, the owned acre- 
is 154,000 which indicates that coal 


* Pr.sent dividend rate, $1 quarterly. 

















lands are carried at under one dollar an 
acre. There is then no reason to doubt 
the asset value of Pittsburgh Coal. The 
coal lands are valued, less depreciation, 
but the highly competitive conditions 
which exist in the soft coal industry 
render asset value of somewhat less im- 
portance than in the case of an industrial 
manufacturing plant and place th¢g empha- 
sis upon the ability of the management to 
maintain a fair margin of profit in the 
face of somewhat unsatisfactory circum- 
stances. 

Union mine labor has been arranged 
with to March 31, 1924, and as was pointed 
out in Pittsburgh Coal’s annual report, 
the coal shortage due to the 1922 strike 
has been met. Therefore the report re- 
marked that the tonnage of 1923 will 
largely be placed upon a competitive bas‘s. 
Satisfactory conditions in general business 
are expected to increase demand but 
freight rates and labor costs do not admit 
of the possibility of lower operating ex- 
penses and the question of profits depends 
upon volume. Since the first of the year 
there has been a slow falling off in demand 
for bituminous which is probably a reflec- 
tion of the fact that consumers pretty 
well made up a depletion of stocks which 


resulted from the strike of last year. 


* Prices are down somewhat from the level 


at the first of the year although they are 
still almost double the price of March 
1913. It is quite apparent, however, that 


ote a . : oe 
Tee = SA Lee eRe 
4 
: 


the increase in selling prices has no more 


‘than kept pace with increased costs, if in- 


deed it has done that. 


The Record of Earnings 


During the war period, Pittsburgh Coal 
exhibited hitherto unrevealed earning 
power and was able to run the annual sur- 
plus for the common stock into double 
figures. The effect of industrial activity 
during the war years may be visualized 
by the fact that in 1916, 1917, 1918 Pitts- 
burgh Coal handled each year an average 
of about 18 million tons. This total had 
fallen to below 9 million tons in 1921 and 
in 1922 was only 6,600,000 tons, but cir- 
cumstances last year were unusual. Fol- 
lowing the strike mining operations were 
resumed September Ist so that it may be 
said that the company has enjoyed only 
about 8 months of activity. It. was stated 
in the annual repcrt for 1922 that actual 
production that year of 5,400,000 tons 
was about 21% of capacity which would 
indicate that properties are capable of 
turning out at least 25 million tons of coal 
yearly but no one expects any such pro- 
duction as that when it is remembered that 
in 1916, a year of unusual activity, less 
than 18 million tons were produced. 

Last year, profits per ton before taxes 
were about 56c or approximately 16c over 
the 10-year average. Substantial per ton 
profits did not begin until 1918. If the 
company should produce and handle a 


, 


The Great Duluth Docks of the Pittsburgh Coal 





total of 10 million tons this year at a 
profit of 50c, net would be 5 million dol- 
lars, after deductions for interest and de- 
preciation, but before federal taxes. Pre- 
ferred dividends require $2,100,000, and 
therefore on the basis of 5 million dollars 
net, the common stock would be in line 
for earnings of $9 a share before allow- 
ance for federal taxes. 

Pittsburgh Coal does not show in its an- 
nual income statements the amount of 
federal taxes paid. The output of 10 mil- 
lion tons this year would place the total 
at an average of the output for 1921 and 
1920 which seems fairly conservative. At 
the present time bituminous prices are a 
little under thie average for 1922 but above 
the average for 1921, but Pittsburgh 
Coal’s gross receipts when measured by 
the amount of coal handled during the 
year, particularly in the last two years, 
indicate higher prices than those given in 
trade compilations as the average. 

While any conclusion drawn as to the 
possible earnings of Pittsburgh Coal this 
year must necessarily be elastic, the above 
furnishes some basis for computation, and 
at any rate indicates that present dividend 
payments upon the common stock are well 
within earning power. 

Consolidated funded debt totals 14 mil- 
lions, divided among several issues, mostly 
mortgages of constituent companies. Fol- 
lowing the funded debt is an issue of 35 
million dollars 6% cumulative preferred 
upon which dividends have been paid 
regularly since 1917. The present com- 
pany dates back to January 1916. This 
preferred stock does not command a par- 
ticularly active market but it is listed upon 
the New York Stock Exchange and is 
currently selling around par where it re- 
turns 6%. The market price certainly 
indicates that the shares are well re- 
garded and so far as earnings go the 
dividend is relatively well safeguarded. 

In 1918 the common was put upon a $5 
dividend basis and although earnings fell 
off in 1921 there was no disposition to view 
the dividend as particularly insecure in 
view of the accumulated profits of war 
years. The dividend due in October 1922, 
however, was passed. The action of the 
directors came as quite a surprise but was 
ascribed to the losses incidental to the coal 
strike. It was nevertheless felt in many 
quarters that the action in suspending 
dividends was rather precipitate and cer- 
tainly had the effect of shaking confidence 
in the common stock. 

In January 1923, dividends were resumed 
at the rate of $4 a share and this rate is 
being currently continued. The stock 
selling between 60 and 65 is just about at 
a level where a speculative common stock 
paying $4 dividends should normally sell 
but at the same time the shares are not 
at a level which suggests “overdiscount- 
ing” of prospects for continued good busi- 
ness. In fact the possibility exists of a 
restoration of the $5 rate and on this 
theory the shares may well have specu- 
lative possibilities from prevailing 
levels though purchase of the stock 
could well be deferred for a time in 
view of existing market uncer‘ainties. 
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Preferred Stocks 


Good Issues Firm—Speculative Stocks Irregular 


HE market for preferred stocks, as 
T distinguished between the high- 

grade issues and those more specula- 
tive, displayed the same tendencies as the 
bond and stock markets during the past 
two weeks, with the exception that fluc- 
tuations in the speculative shares were 
rarely over two points. On the other 
hand, stocks considered as standard were 
firm, being unaffected by the irregularity 
in prices of common stocks. American 


Can and American Woolen preferred, 
which had given ground owing to weak- 
ness of the common stocks, recovered pre- 
vious losses with advances of approxi- 
mately two points. The industrial issues 
were somewhat more firm than the rails, 
but, in no case was there sustained weak- 
ness and there were few offerings on con- 
cessions. On the whole, the action was 
impressive, considering the weakness in 
other markets. 








INDUSTRIALS: 
American Sugar Refining Co..........- 
American Can Co 
American Ice Company 
American Woolen 
Allied Chemical & Dye Corp 
Baldwin Locomotive Works 
Cluett-Peabody & Co 
Endicott-Johnson Corp.... 
Gener: otors Corp. deb. 
Kelty Corners Tire Co 
Loose-Wi iscuit Co. Ist 
Standard Milling Co 


PUBLIC UTILITIES: 
North American Co 
Philadelphia Company 

RAILROADS: 


Chesapeake & Ohio conv.......+++++ “ 
Chicago & Northwest partic. .......-+ 
Colorado & Southern Ist........ eneee ( 


INDUSTRIALS: 


Armour & Co. of Del 
American Steel Foundries 


PPP PPLE PO OLD 


ht ht bah. 
NN Ned 
eeoeoeoeveeevee es eee @ @ 
La eaee ere £25 6694 6.8 


Sears-Roebuck & Co 
U. S. Industrial Alcohol Co 


PUBLIC UTILITIES: 


Amer. W. Wks. & Elec. Corp. Ist 
Public Service of N. J......+eeeeeeee> (c.) 


RAILROADS: 
Baltimore & Ohio 
Colorado & Southern 2nd pfd......-. 
Pittsburgh & W. Va..... Ree 


INDUSTRIALS: 
American Beet Sugar Co 
California Petroleum partic. pfd 
Famous Players- 0 
Fisher poy Corp. of Ohio 
Mack Trucks, Inc., Ist 
Orpheum Circuit........+++++++0+ 
ee Oil Co. conv. 
A 


PUBLIC UTILITIES: 


RAILROADS: 


Pere Marquette.......- 
St. ae -—tgna 


(c.) Cumulative. (n.c.) Non-cumulative. 
(w) Average for last two years. 
(x) Average for last three years. 
(y) Average for last four years. 
(z) Stock was issued this year. 








PREFERRED STOCK GUIDE 


Sound Investments 


Divid’d Rate 
$ Per 


peaneonncoeeces wine). : 


Bangor & Aroostook.........++ eueosed (c.).. 


Middle-Grade Investments 


Semi-Speculative Investments 


Market Street Railway prior pfid........(c.).. 


Divid'd % 
Approx. Ti 
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6.6 


Approx. 
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72 
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59 
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* Based on average earnings during past 
six years. 

% Average number times earned ldst five 
years. . 














THE MAGAZINE OF WALL STREET 





rred, 
eak- 
pre- 
rOXi- 
Sues 
rails, 
eC ik- 
con- 

was 











American Ice Company 





Making an Industry Out of a Gamble 


The Evolution of American Ice and Is It Attractive Below Par? 


CAREER as checkered as that of 
any company whose stock is listed 

on the Big Board has been the fate 

the American Ice Co., since its incor- 
oration in 1899. At various times it has 
reased and then reduced its capitaliza- 

n, has changed its preferred stock from 
1 cumulative to a non-cumulative basis, 

; retired its bond issues and then issued 
cw ones. 

One underlying tendency, however, has 
marked its development since the present 
management took charge in 1906. This 
has been to make the company more of a 
manufacturing propostion and less of an 
ixe-gathering one, depending on the whims 
of the weather. To do this it has been 
necessary to sink a good deal of money 
into expanding manufacturing facilities 
and storage space. In the last three years, 

is officially stated, the company has 
spent over 5 millions for these purposes. 
The results were shown during the excep- 
tionally hot summer of last year. 

At that time, while its competitors were 
running out of ice for current delivery, 
and the situation threatened to be grave, 
the American Ice Co. stepped into the 
breach and delivered a total of 400,000 
tons which would otherwise have normally 
gone to its competitors. 


Result of the Policy 


This policy has further had the effect 
of steadily increasing sales while at the 
same time bringing down costs of produc- 
tion. It is stated on the best of authority 
that a difference of 3 cents a ton in pro- 
ducing costs means a difference of a cent 
a share in earnings on the common stock. 

Yet in 1921, when ice prices were re- 

uced by fully 20 cents in the ton, the 
ompany made the record earnings of its 
-areer, at $19.40 a share. 

Stockmarketwise, the company’s history 
as been no less remarkable. As late as 
1917, the common sold at 87%; in 1922, it 

ide a high of 122 and for some time 
las been hanging close to par. It was 
nly in the break of late April and early 
May that for the first time in months it 
roke through par. Investors who have 

en following the progress of the com- 
ny, but have been unwilling to buy be- 
use they thought the price was too high, 

» now beginning to ask themselves if 
. is a bargain at current prices. 

One reason for the extremely erratic 
nature of the fluctuations in the price of 
the stock has been the capital structure of 
the company. As at present constituted, 

consists of one-fourth common stock 
nd three-fourths of 6% non-cumulative 
preferred and bonds. Stockholders have 
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By M. G. HARDY 


recently approved a proposal to double the 
common stock outstanding from 75,000 
shares of $100 to 150,000 shares, and to 
add 10 millions of bonds to the present 
5.6 millions outstanding. The preferred 
stock has been constant for a long time 
at 15 millions. 

It is evident from the peculiar financial 
structure of the company that a relatively 
slight change in net income will mean a 
great change in earnings per share. This 
may, however, be overcome by a corres- 
ponding decrease in production costs. 

In 1922, for instance, gross sales fell 
from 17.3 millions to 16 millions, but costs 
were cut from 11.6 to 10.5 millions, so 
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that net earnings showed only a slight de- 
crease from $19.40 to $18.50 per share. 
This is, however, a remarkable improve- 
ment over the showing of previous years. 
From 1914 to 1916, inclusive, the company 
failed to éarn its preferred dividends; the 
following year it earned $2.77 a share on 
the common, and it was not until 1919 that 
its earning power was established on a 
basis of $10 or more per share per year. 


Dividend Policy 


The dividend policy of the company, 
however, has been correspondingly con- 
servative. No dividends were paid on the 
common stock until 1920, when $4 was 
paid. The following year the payments 
totalled $6, and in 1922 the present divi- 
dend rate of $7 a share was established. 
This conservative policy, incidentally, was 
carried through in spite of considerable 
internal dissension emanating from a 


group on the board of directors who held 
out for liberal dividend distribution when 
the first signs of good earnings appeared. 

One of the effects of the new dividend 
policy has been to make it possible to 
finance further improvement without re- 
course to additional flotations of preferred 
stock or bonds in the open market. Plans 
for the coming year call for the expendi- 
ture of 2 millions from the company’s 
own resources and for sale of bonds and 
stock as recently authorized by the stock- 
holders when necessary. 


Financial Position 


The financial position of the company 
as of the end of 1922 was good, but not im- 
pressive. Current assets of 3.3 millions were 
almost exactly twice current liabilities, the 
latter consisting mostly of accounts payable 
and reserve for taxes. On the asset side 
the figure of 1.5 millions for cash and 1 
million for receivables are the outstanding 
features, inventories at. $697,000 being 
lower than at any time since 1916. At the 
rate of 16 millions of sales, this would 
mean that the inventory is turned over 
some 23 times a year, or roughly once 
every two weeks, on the average, indi- 
cating a high degree of efficiency in man- 
agement and the tying-up of a relatively 
small capital in inventories at any given 
time! 

An unfavorable feature of the balance 
sheet is the high valuation of 17 millions 
for good-will, water and patent rights, 
which are doubtless represented by real 
values in the form of rights to cut natural 
ice, trade names such as “Knickerbocker 
Ice,” etc., but which seem inflated by ordi- 
nary standards of comparison. To some 
extent, however, this is offset by the ex- 
tremely conservative valuation of real 
estate and other fixed property which, ac- 
cording to those familiar with the com- 
pany’s affairs, is still carried at the same 
figures as when originally acquired, in 
spite of an appreciation of values amount- 
ing to over 100% in some cases. 

At present levels around 96 the com- 
mon stock yields 7.3%, which is fairly 
attractive considering the good record of 
the company in recent years, the stable 
nature of its industry, and in the event 
of a continuance of this good showing, an 
increase in the dividend rate would not be 
at all surprising. For the long-pull in- 
vestor, therefore, it seems a fair pur- 
chase, if he is willing to disregard the 
temporary fluctuations of the market. 
The investor looking for more imme- 
diate opportunities had better look 
elsewhere. 
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Newcomers on the New York Stock 


Exchange 


The First of a Series Describing and 
Analyzing Newly - Listed Securities 


thirty new companies have been listed 

on the New York Stock Exchange. 
This has brought about a good deal of 
talk regarding undigested securities. A 
prominent stock-market operator has even 
gone so far as to warn the public against 
the purchase of these new issues. 

In the bull markets of 1915-16 and 
1919-20, when the public was in a buying 
mood, many new issues were brought out 
at inflated values and sold to the public 
to its ultimate sorrow. In purchasing un- 
seasoned issues, therefore, unusual care 
should be exercised by the investor. This 
does not mean that all of the newcomers 
on the Stock Exchange should be re- 
garded with suspicion as in many cases 
the companies represented are new only 
to the investing public, their businesses 
having been established on a firm founda- 
tion for many years. 


ik the current year, securities of over 


A Good Policy for Investors to Follow 


In the recent decline in the stock mar- 
ket, many of these new issues have held 
up surprisingly well. When the main 
trend of the stock market is downward, 
however, it is good policy to leave new 
issues alone for, as a rule, they do not 
have a broad public market. In other 
words, their main support comes from 
the various interests sponsoring them and 
should this support be withdrawn lack of 
demand for the stock by the general pub- 
lic might result in substantially lower 
prices. 

Among the issues listed in 1923 many 
appear attractive from the viewpoint of 
earnings, financial condition and intrinsic 
value and when the time comes to again 
purchase stocks excellent 


By FRED L. KURR 


pleted over 123 million dollars’ worth of 
business and in this period has never 
failed to show a substantial profit. Net 
profits for the five years 1918-1922 aver- 
aged $14 a share per annum on the pres- 
ent outstanding common stock. Earnings 
in 1922 were slightly less than $6 per 
share on the present stock, but it should 
be realized that 1922 earnings were really 
a reflection of the depression of 1921 and 
that the improvement in business in 1922 
will show in the current year. 


Cost Plus Basis 


In 1922, gross business was only 9 mil- 
lions whereas at the present time the com- 
pany has approximately 30 million dollars’ 
worth of business on its books actually 
signed or reasonably assured. In addi- 
tion, the company has a preliminary con- 
tract signed for the construction of sub- 
ways in Tokio, Japan, amounting to 15 
million dollars which has been obtained 
on a cost plus basis. 

A very large percentage of the busi- 
ness of the company is done on a cost 
plus basis, so that the big business on its 
books practically assures a_ substantial 
profit for some time to come. A conser- 
vative estimate of earnings for the cur- 
rent year is $20 a share on the common 
stock. 

In view of the large volume of busi- 
ness handled by this company, the capitali- 
zation is decidedly conservative. There 
was recently issued $1,000,000 7% pre- 
ferred stock and the present outstanding 
common stock amounts to only 40,000 
shares of $100 par value. There is no 
funded debt. As the company is in com- 
fortable financial condition and doing a 
profitable business, the present dividend 


rate of 6% appears well protected. At 
present price levels of 66 the return on 
the investment is 9.1%. When general 
market conditions are right, this stock 
will bear watching. 


FLEISCHMANN Fleischmann Com- 
COMPANY pany is the world’s 

largest manufacturer 
of yeast which is distributed through 950 
direct selling agencies in the United States, 
Canada, Mexico, Cuba and Porto Rico. It 
is also the largest manufacturer of dis- & 
tilled vinegar in the United States. ig 

In 1922, the company earned $5 a share 
on the present outstanding common stock, 
but in past years earnings have not been 
on nearly as satisfactory a basis. In 1921, 
net income was only equal to $3.44 a share 
on the present outstanding stock and in 
1920 equal to $1.86 a share. A very sub- 
stantial portion of this increased earn- 
ing power has undoubtedly been due 
to the demand for yeast in the private 
manufacture of beer and other alco- 
holic beverages. This past record oi 
earnings would seem to indicate that the 
stock at the present time is selling at a 
rather inflated value but, on the other 
hand, the earnings this year are reported 
to be in excess of 1922 earnings and, 
while prohibition continues, the company 
will probably be able to continue to do 
very well. 

Fleischmann is in very strong financial 
condition, with a working capital of over§ 
thirteen million dollars, ratio of current 
assets to current liabilities being 6 to | 
The directors have just taken action to- 
ward increasing payments to stockholders 
by declaring two extra dividends of 4 
cents apiece. At present levels of 4), 

however, the stock has 





opportunities will be found 
in this list. In the present 
article, seven companies 
that have come to the Big 
Board this year are ana- 
lyzed. 


FOUN- 
DATION 
COMPANY 1902, Foun- 
dation Co. 
has engaged in a general 
engineering and contracting 
business, specializing in 
foundation and construction 
work. The business of the 
company has steadily grown 
and it is now ranked as 
one of the most important 
construction companies in 
the United States. In the 
past five years, it has com- 


Since organi- 
zation in 


tor. 





York Stock Exchange. 


Since the beginning of the year, over thirty stocks 
of companies, ranging from public utilities to yeast- 
making companies, have been listed on the New 
Many of these companies, 
though among the most important in their respective 
fields are little known to the rank and file of inves- 
In order that our readers may become more 
familiar with these securities—some of them des- 
tined to play an important réle in future market 
movements, we are undertaking a series of articles 
on these newcomers designed to describe the nature 
of the respective businesses and the investment 
merits of the various stocks. 
series and will be continued in successive issues 
until all of the stocks listed since the beginning of 
the year have been covered. 


This is the first of the 


already discounted the in- 
crease in the present divi- 
dend rate of $2. It does 
not appear attractive. 


INTER- Interna 
NATIONAL tional Tele. 
TEL. & TEL. phone and 

Telegraph 
owns approximately 92% oi 
the stock of Cuban Tele- 
phone Company and 1% 
of the common stock of 
Porto Rico Telephone Com- 
pany, serving practically the 
entire population of these 
islands. It has a half ir 
terest with the American 
Telephone and Telegraph 
Company in the Cuban 
American Telephone {ff 
Telegraph Company, opet- 
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SEVEN NEWCOMERS ON THE NEW YORK STOCK EXCHANGE 


Earned 
Per Share 
1922 
(On 
Present 
Capit’ zatn) 


$5.00 
5.79 


r—Price Range—, 

Since Listing Present Div'd 
High Low Price Per Sh. 
4714 37% 46 $2 
71% 67 68 
3.81 39% 3474 35 
6.50 71% 66% 67 

10.44 50 41% 43 
2.05 35 23% 25 
4.71 443% 37% 38 


————— Capitalization -—————___, 
Common 
(No. of Shares) 


1,500,000 
40,000 
500,000 
168,450 
160,000 
799,581 


Working 
Capital 
$13,041,365 

1,300,000 

772,195 
2,000,000 
5,604,145 
2,018,468 


Preferred 
Fleischmann Co $3,000,000 
Foundation Co 
Household Products.. 
Intern. T. & T . $9,520,282 
Onyx Hosiery 
Stool GE... os cciess i 


Waldorf System 


220,805 409,825 














aticg three submarine cables between Key 
\\est and Havana with three telephone 
an nine telegraph circuits forming a con- 
necting link between Cuba and the Bell 
System in the United States. Its tele- 
phone plants are of the most modern type, 
90% of the Cuban stations being equipped 
with automatic switch connections. 
1922, earnings were equivalent to 
) a share on the stock now outstand- 
, without taking into consideration the 
rning power of the funds raised by re- 
financing, earnings so far during the 
‘urrent year are considerably in excess of 
With its heavy plant construction 
completed, there is the opportunity of a 
larger margin of profit than has been 
shown heretofore on new business. The 


company estimates that during the next 
four years it will have 70,000 stations in 
Cuba and 16,000 in Porto Rico as com- 
pared with approximately 40,000 and 9,700 


in 1922. The outlook, therefore, is that 
the company will have no difficulty in 
showing earnings sufficient to cover the 
present rate of $6 a share. 


Plans for Expansion 


The company also plans to further ex- 
pand its business in South American and 
European countries. Negotiations are 
now being carried on for the moderniza- 
tion and management of telephone facili- 
ties in these countries with the idea of 
organizing companies on a national basis 
but managed by the International Tel. & 
Tel, who will have a_ stock interest 
therein. Of course, it may be some time 
before any profits accrue from this source. 
The recent sale of one million dollars 
stock has placed the company in good 
financial condition with cash and market- 
able securities in excess of two million 
and no floating debt. The management 
is capable, being closely affiliated with that 
of the American Telephone and Telegraph 
Company. At present levels of around 
67 the stock yields nearly 9% and ap- 
pears attractive for a long pull. 


ONYX The business of 
HOSIERY, INC. Onyx Hosiery, Inc., 
has been established 

on a profitable basis for many years. Av- 
erage net profits for the past six years 
r deduction for depreciation and Fed- 
neral Income taxes at the 1922 rate is 
equal to $6.52 per share on the present out- 
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standing common stock. Net profits for the 
year 1922 on the same basis equal $10.38 
a share on the common. The volume of 
business in 1923 has been at the same rate 
as last year and it is expected that net 
earnings will compare favorably. 
Financial condition is strong with 8.4 
million current assets as compared with 2.8 
million current liabilities. Onyx Hosiery 
is the largest distributor of silk, woolen 
and cotton hose in the world and the busi- 
ness has shown a profit every year since 
its inception in 1887. Net tangible assets 
as of December 3lst, 1922, were equal to 
$44.49 per share on the present outstanding 
common stock. Dividends have not yet 
been inaugurated on this issue, but in 
view of the good earning record of the 
company and its strong financial con- 
dition, payments are likely this year. 


The business of 
Household Products 
consists exclusively of 
the manufacture and sale of “Chas. H. 
Fletcher’s Castoria.” The product is sold 
generally throughout the world and for a 
long period of years shipments have shown 
a steadily increasing tendency. In the past 
four years, the output of the company has 
increased over 80% and nearly 21 million 
bottles were disposed of in 1922. The 
company’s business appears to be little 
affected by unfavorable general business 
conditions. 


Capitalization of Household Products 
consists of 500,000 shares of capital stock 
without par value. There is no funded 
debt and the company is free of bank 
loans. Working capital as of December 
3st, 1922, was $772,195. Net profits in 
1922, after deducting taxes, were equal to 
$3.81 a share on the stock which compares 
with $2.30 per share in 1921. The 1922 
earnings were the highest in the history 
of the company. 


HOUSEHOLD 
PRODUCTS 


Advertising the Product 


Over 6% millions has been expended in 
advertising in the United States and Can- 
ada in the past thirteen years and this, 
of course, has built up a big value for the 
trade name and good-will of the com- 
pany. Household Product’s balance sheet 
as of December 3lst, 1922, carried trade 
marks, good-will, contracts, etc. at 14 
millions and showed a book value for the 
stock of $30 a share. Net tangible assets 


of the company, however, were only equal 
to $2 a share of which 50 cents a share 
is represented by fixed assets and the bal- 
ance by current assets. 

At present levels of 35 the stock as a 
$3 dividend payer gives a good return, but 
in spite of this it does not appear par- 
ticularly attractive. There is always the 
possibility of greater competition in this 
type of product and there is no assurance 
that the company will be able to continue 
to show its present rate of earnings. In 
past years, with the single exception of 
1922, the company has never been able 
to show profits as high as $3 a share. 
Should anything happen to the present 
popularity of its only product share- 
holders would be in a very uncom- 
fortable position in view of the fact 
that net tangible assets are only equal 
to $2 a share. 


WALDORF 
SYSTEM 


Waldorf System operates 
approximately 100 selt-ser- 
vice restaurants mainly in 
New England and extending as far west 
as Cleveland. This appears to be a well- 
managed company and profits in the past 
four years have shown an important in- 
crease each year. In 1922, the company 
earned close to $5 a share on the common 
stock and in 1921 about $3.50 a share. 

At a special meeting held May 3rd the 
stockholders voted to change the common 
stock from a par value of $10 to no par. 
It was also decided to double the number 
of shares, increasing the present issued 
shares from 220,805 to 441,610. Each 
stockholder of record May 20th, receiving 
two shares of no par value stock for each 
one of the old shares. 

At present levels of 37 the stock does 
not appear particularly attractive as the 
company has a working capital of less 
than half a million and will probably not 
feel justified in increasing the present $2 
dividend which will mean a $1 dividend 
rate on the new no par value stock. By 
the time this article appears in print, the 
new no par stock will be traded in on the 
New York Stock Exchange and will sell 
at one half the price of the old issue. 


On a substantial recession in price 
from present levels, however, this 
stock may make an attractive purchase 
as the company seems to have a con- 
sistent earning power and one that is 
steadily increasing. In the current 
year net income has been showing 
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about a 25% increase over 1922 earn- 
ings. 
Skelly Oil Company 
SKELLY OIL operates in the Mid- 
Continent Field and has 
been very successful in increasing its pro- 
duction. At the present time, its daily net 
oil production is approximately 20,000 bar- 
rels which compares with about half that 
amount a year ago. For the year ended 
December 31st, 1922, only $2.05 per share 
is shown earned on the stock after charg- 
ing off for depreciation and depletion. Be- 
fore depreciation and depletion, however, 
earnings were equal to about $7 a share 
and for the first quarter of 1923 the com- 
pany earned $2.93 a share before charg- 


ing off for depreciation or depletion, or, 
at the rate of nearly $12 per share per 
annum. 


Effect on Earnings of General Oil 
Situation 


No dividend has been paid on the stock 
up to the present time as the company has 
devoted all of its surplus funds to de- 
velopment work which has resulted in the 
big increase noted in production. Addi- 
tional large sums have been spent in in- 
creasing plant facilities and, when pres- 
ent plant facilit’es are completed, the 
company should be making 75,000 gallons 
of casing-head gasoline daily which would 
compare with a daily average of a little 


less than 19,000 gallons in 1922. The re- 
cent price cutting in Mid-Continent oil 
has of course had an adverse effect on 
the earnings of the company and may 
delay dividend action. Should the price 
of Mid-Continent oil be maintained at its 
present levels Skelly Oil can make sub- 
stantial profits, but there is the possibility, 
of course, that still lower prices will be 
seen, in view of the big surplus produc- 
tion in California. Skelly Oil can be con- 
s‘'dered one of the most promising of 
the Mid-Continent producing companics. 
However, in view of the uncertain out- 
look for oil prices it would not appear 
advisable to make commitments in the 
stock at this time. 








Industrial 


Oil 


Investors’ Indicator 


Current Earnings—Dividends—Working Capi.al 


Yield on 


Dollars Earned per Share 
A. 


t Present 





Industrials— 





Allis-Chalmers .. 

Glee GON cccceceses eoveece 
Air Reduction 

Amer. La France Fire E....... 
Amer. Druggists’ Syndicate... 
Amer. Hide & Leather p.d...... 
Amer. Locomotive... .. 

Amer. Steel Foundries 
Butterick Co 

Central Leather..... 
Cluctt-Peabody 
rear eee 
Colorado Fuel & Iron......... o 
Corn Products 

Endicott-Johnson 

Famous Players 

General Motors 

Gulf States Steel 

Hudson Motor 

Hupp Motor 

Lee Rubber & Tire 

Mack Truck com 

Otis Elevator 

Owens Bottle 

Pierce Arrow pfd 

Remington Typewriter 

Republic Iron & Steel 

Spicer Manufacturing 
Stewart-Warner 

Stromberg Carburetor... 


Oils— 
California Petroleum 
Cosden & Co 
General Asphalt 
Houston Oil 
Mexican Petroleum. 
Marland Oil 
Middle States Oil 
Pacific Oil. 
Pan- American B... 
Phillips P troleum...... 
Pierce Oil 
Sinclair Consol 
Mining— 
American Smeltin 
American Zinc pf 
Chino 
International Nickel 


Nevada Consolidated 
Ray Consolidated 


COM... w+ we 


Recent 
Price 


Div. 
Rate 


1922 


o- &®conorw 
ESSER 


def. 


Recent 
Price 
(%) 


ne 


° _ — ~ & 
Ona: Pw190@D. - 


7. 
8. 
4 
7 
0 
7. 
4. 
8. 
4 
7 
5. 
6 
4. 


Current Assets to Current 
Liabilities 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December $81, 
December 31, 
December $1, 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December $1, 
December 31, 
November 30, 
December 31, 
December 31, 
December 31, 
Decernaber $1, 
December 381, 
December $1, 
December $1, 
December $1, 
December 31, 
December $1, 
December $1, 
December 31, ° 
tol December $1, 
tol December 31, 1922. 
Net current assets, $3,798,529. 


Ratio of 


1922. 
1922. 
1922. 
1922 
1922. 
1922. 
1922. 
1922 
1922. 
1922. 
1922. 


1922. 


tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
4tol 
4 tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
to l- 
tol 
tol 
tol 
tol 
tol 
tol 
tol 
tol 


10 
6 
6 


3 
2 
3 


AUS 


~ 
RS 





+ QRORBOMAMuMaE: O@: : 


3 
MWIBMAqWwH@BNHODBWOCOCNMNOYH HY OW 


oe 
ANA 


a 


December 31, 
December 31, 
December $1, 
December $1, 
December 31, 

2% tol December 81, 1922. 
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Utah Copper 1.03 


* Before depreciation and depletion. 

t Dividend cate given covers regular dividends on yearly basis. 

t After deducting depletion 

§ Year ended March 31. 

b Stock dividend of 20% payable February 8. 

: $3 extra paid January 

d Stock dividend of 25% paid December 29. 

e 20% stock dividend paid February 15. 

f Extra dividend of 25 cents paid April 2. 

g Stock dividend of 50% and extra Piividend of $1 payable June 30 to 
stock of record June 15. 


4 December 31. 


h 10% stock dividend paid March 15. 
i50 cents extra paid May 15. 
Earned $1.67 on preferred in 1922 
On increased stock. 
1 Earned $4.40 on preferred. 
m After giving effect to new financing 
n Earned 0.10% on preferred. 
p 50 cents extra paid April 2. 
q Earned 8 a share on preferred 
r Earned $6.66 a share on prior prefe rence. stock. 
s Year ended March 31, 1923, earned $1.37 a share. 
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Sixth Lesson 





Support and Pressure and Their Meaning—How Large Inter- 


how the price level of any market, 

r group, or individual stock depends 
very largely upon the character of the 
support—not only the bid price, but the 
quantity bid for and the scale orders un- 
derneath the market. It is customary 
among those who are influential in the 
market to speak of this support as the 
foundation on which the stock or the 
whole market rests; this foundation is 
built very largely on the amount of stock 
in strong hands. 

\t the low point of a decline there may 
be a lot of weak selling and strong buy- 
ing, accompanied by much short-selling 
and bear-raiding; as both kinds of offer- 
ings gradually become absorbed by the 
tronger character of buying, prices cease 
to decline and a gradual hardening sets 
in. This is due to the fact that the peo- 
ple who are able and also willing 
to buy at that level are becoming 
more powerful than those who are 
selling. Hence, unless the stock 
is artificially depressed for a con- 
siderable time in order to increase 
the amount of accumulation at low 
levels, there should naturally fol- 
low a slow rise which may gain in 
and volume as the more 
avorable aspects of the situation 
appear. 


I \ a preceding lesson we have shown 


speed 


How the “Foundation” Is 
Removed 


When the market or a given 
stock is selling at very high prices, 


and a pool or a large operator is 
in process of distributing, strong support 
will be rendered to that stock by numer- 


ous bids for round lots scattered among 
different brokers, making it appear that 


many buyefs are in the crowd. But as 

as the distribution is completed or 
it is found necessary to begin selling on 
the way down, this support is withdrawn— 
a process known as “removing the foun- 


dation. 

These two illustrations show the im- 
portance of considering the price level, 
volume and character of the support as 

tors in judging the position of a stock. 
Of course, no one can tell how much of 
the support is artificial. A stock must be 
judged more by all of its actions than 

single move in one direction or the 
ther. It is the strong or weak buying 
wer beneath the stock that makes for 
rength or weakness more than any other 

e factor. 

\t times the bid price may represent 
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ests Accumulate—The Foundation of Market Movements 


only one hundred shares wanted at that 
figure, and there may be a few or no bids 
down below. No one knows just what 
may be underneath a single bid; a broker 
may be bidding for one hundred shares 
only, but willing to buy 5,000 shares at 
that price if he can get them. We have 
seen markets hanging for a considerable 
time on the bid price for one hundred 
shares, with no better bid than another 
hundred shares at one, two or three points 
below that figure, so that if any one com- 
ing into the crowd should supply that bid 
and than try to sell another hundred 
shares, he would have to offer it down 
one, two or three points before the next 
sale could be made. That it what is 
known as a thin or hollow market, where 
the structure beneath is of the papier- 
maché variety and easily punctured. 


S an accompaniment to this article, we are 
publishing an unusually interesting letter 
from one of our subscribers. This is only one 
of the many communications received since 
the inauguration of the School for Traders & 
The large response already had in- 
dicates the deep, underlying interest in matters 
relating to stock market methods and the like, 
and we shall be only too happy to answer 
either in these columns, or personally, as many 
questions as our subscribers care to ask. Let- 
ters should be addressed to The Professor. 


The offerings of stocks are often the 
predominating factor, and the whole ques- 
tion of price fluctuation depends upon the 
relation between the amount of stock 
wanted and the amount offered at a given 
level. This constantly shifting supply and 
demand—the varying quantities bid for 
or offered—is what produces the fluctua- 
tions. The tape does not register all of 
them. The last sale of a stock may be 
95, and the bid and asked prices may 
change within a few minutes from 94% @ 
95%, to 94% @ 95%, or 94% @ 95, all 
without any transactions being consum- 
mated and therefore unknown to the man 
who watches the tape in his broker’s office. 
That shifting bid and asked price is, there- 
fore, a more minute measure of the mar- 
ket than the actual sales. In the jockey- 
ing back and forth each broker tries to 
buy as cheaply as he can and sell at as 
high a price as he can. There are thou- 
sands of these little tugs-of-war going on 


all over the floor of the Stock Exchange 
at the same moment. 


The Bid Price 


In the last analysis, however, the price 
which somebody or a lot of somebodies 
is willing to pay for the stock is the real 
determining factor. “A stock is worth 
what you can get for it,” is an old adage; 
which is another way of saying that no 
matter what the last sale, the bid price is 
the one that really establishes the market 
for that stock. 

In preparation for great changes in the 
character of the market, the largest in- 
terests in Wall Street operate in a great 
many stocks and with lines running into 
millions of shares. Their accumulation is 
usually accomplished in the lower ranges 
of a decline—not always the very bottom 
unless there is a panic or some 
swift downward movement which 
partakes of the nature thereof. 
At such times they can accumu- 
late a vast number of shares with- 
in a short time, but under ordi- 
nary conditions, when a bear mar- 
ket has about reached its low and 
the general situation is one that 
will not be reversed from bearish 
to bullish immediately, the ac- 
cumulation is apt to be leisurely 
and is likely to run over some 
months. A great many of the 
purchases for long account of 
these large interests are made 
from those who are selling stocks 
short, but, of course, liquida- 
tion by investors who have 
become frightened or discouraged at the 
gloomy outlook is another big factor in 
producing a large volume of sales and 
thereby making it possible for large in- 
terests to purchase heavily. There is noth- 
ing unfair or unethical about this process; 
it simply is a question of knowing what 
and when to purchase, as well as how to 
do it to the best advantage. Those who 
sell short at such times, or those who go 
down into their safe deposit boxes and dig 
out securities which they fear to hold, are 
of the less experienced kind of traders and 
investors, because any one who has been 
operating in the market for a number of 
years knows that times of depression, 
panic and unsettled markets are not good 
timies to sell either long or short stocks. 
Those are the periods in which bargains 
are frequently secured and the biggest 
bargains usually come when the situation 
looks the blackest. Investing and trading 
in stocks is more or less of a science and 
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these powerful interests who operate in 
such a large way have made it a life work. 
They have many millions involved, but the 
handling of enormous lines would eventu- 
ally ruin them if it were not properly 
done, just as it is apt to lead to disastrous 
consequences on the part of the smaller 
operator. 


Buying Under Cover 


Very often, when they are accumulating 
stocks, they do not bid for them at all. 
They do not want to support the market. 
They let other people offer stocks and 
then they take them. That is why at such 
times brokers report to their clients that 
there is little stock wanted; that the sup- 
port is very poor and that stocks look like 
going lower. This diagnosis, while it may 
be true, does not take into account the 
gradual buying that is going on under 
cover; that is, through different brokers, 
in various quantities, so that not even the 
specialist who stands in the one crowd all 
day can say how much stock is taken for 
large interests; it all looks like scattered 
buying to him. But the trader or investor 
who is watching the character of the mar- 
ket, endeavoring to study the support given 
it, has another factor which should speak 
volumes to him at this point, and that is: 
In spite of the lack of support and not- 
withstanding the pressure of a_ heavy 
volume of sales, the stock does not decline 
materially below a certain figure. 


All of this means that buyers are coming 
from somewhere, and if they are able 
to absorb whatever offerings appear at 
that level, they furnish strong support in 
that stock. As those who sell long stocks 
can only do so once with the same shares 
and as those who sell short cannot con- 
tinuously sell and thereby indefinitely in- 
crease their short lines, there must, sooner 
or later, be a let-up. It is at such times 
that the invisible inside buying becomes 
the important factor. Beneath the surface 
a foundation for a rise has been laid. 

Just as in planning the construction of 
a new automobile, automotive engineers 
begin with the size of the tires, and just 
as a structural engineer plans his founda- 
tion in accordance with the height of the 
building or tower to be erected thereon, 
so market engineers gauge the size and 
strength of the foundation which has been 
laid in order to measure the probable ex- 
tent and duration of the bull market which 
should eventually follow. Market tech- 
nicians have their own methods of judging 
these factors and naturally these experts 
will not tell all they know; but enough has 
been or will be explained in these lessons 
to give the student a very substantial idea 
of the problem. As he studies and searches 
for the solution of the difficult points they 
will gradually be unfolded to him, and 
he will begin to find himself reasoning 
according to the manner of the most ex- 
perienced traders and operators. 


-— 





A Student’s Comments on Market Instinct 


For the Special Benefit 


OUR School for Traders & Investors 

should be followed with interest and 
profit by all readers who desire to increase 
their own knowledge from the experience 
of others, and through studying carefully 
your own excellent editorial observations 
and comment based on many years ex- 
perience in the science of investment and 
speculation. 

So much space has been devoted in your 
columns to the subject of sound invest- 
ment, that your regular readers are well 
abreast of the times in this respect, and 
can keep themselves informed on all new 
developments in the investment and busi- 
ness cycles, as they continue to absorb, so 
far as their time will permit, the semi- 
monthly installment of excellent sound- 
judgment-forming material that will be 
forthcoming in subsequent issues of your 
publication. s 


“Instinct” in the Market 


Therefore, this communication will 
avoid the subject of investment, but will 
present personal views with regard to one 
topic of frequent discussion in connection 
with speculation, or—to be more exact— 
trading. My primary object is to offer 
encouragement to amateur traders, par- 
ticularly those who may be disheartened 
by a series of apparent blunders, and to 
whom some friend with an assumed air 
of wisdom may have remarked that to be 
a successful trader one must have “market 
instinct,” as if this were some mysterious 
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power without which all efforts to make 
money in the stock market must fail. 

It is my belief, based on personal ob- 
servation—and I would like to have your 
valued editorial opinion and criticism of 
my position— that this so-called “market 
instinct” is nothing mysterious at all, but 
simply the ability to interpret with a rea- 
sonable degree of accuracy the true mean- 
ing and significance of price movements 
and volume changes, and their relation- 
ships. If the term “market instinct” has 
any meaning whatever, it may be con- 
sidered a popular equivalent for “in- 
telligent tape reading.” If this be true, 
there is hope for most traders who are 
willing to give the subject the necessary 
study. 

One who has opportunity to observe the 
transactions as recorded on the tape dur- 
ing the market session, has an advantage 
over one who must get his information 
from the records published in the evening 
newspapers, but to a considerable extent 
this advantage relates to the minor daily 
fluctuations, and perhaps opportunity to 
see the beginning of an important swing 
sooner that it can be observed by one 
further away from the market. 

Of course, to the trained tape reader 
such things as relative activity or dullness 
of the market throughout the session, the 
sequence of the transactions, or size of the 
lots offered, may be of the utmost im- 
portance, but these finer points are beyond 
the reach of the observer who must base 


his deductions on records received at the 
close of the day. 

However, it is not essential to see the 
tape in order to conduct successful trading 
operations based on the more important 
swings of the market, for these may be 
studied to advantage on the basis of daily 
records, which may even include accurate 
charts of every price change if desired, for 
the official record of the New York Stock 
Exchange is available daily. 


What the Average Trader Needs 


It seems to me that the trader who can 
study the behavior of the market once 
a day, and who will keep up-to-date 
records, preferably in the form of graphs, 
of price changes and volumes of sales of: 
(1) The individual stocks in which he is 
interested; (2) Well chosen averages of 
leading industrial groups; and (3) Gen- 
eral market averages, will be able to make 
a serious and instructive study of the 
action of the market from a purely tech- 
nical standpoint. Furthermore, if he will 
supplement this study by careful inquiry 
into the fundamental influences on his 
favorite issues, he will have most of the 
information essential to the successful 


forecasting of price movements, provided 
of course that he is able to interpret the 
facts he has so carefully gathered. 


No Mystery 


There is no mystery about this ability 
to interpret facts that are available to 
anyone who cares to observe them. It is 
the result of study, over a period of time, 
and I do not believe that one can make a 
success of trading in any other way. One 
who is unwilling to give the market seri- 
ous study is too lazy to ever become a suc- 
cessful trader, and in all probability his 
commitments are merely matters of 
chance, for without the necessary know!- 
edge he is simply gambling. 

There are three general conditions or 
developments with regard to a stock that 
is traded in actively that are important 
for the trader to determine from his study 
and observation, namely, whether the 
stock is being accumulated, distributed, or 
whether it is just drifting without ap- 
parent interest from any quarter. 

If the stock is being accumulated by 
certain individuals or interests, acting in 
co-operation, and being purchased from 
numerous scattered sellers who have no 
common interest in the issue, this fact may 
become apparent in due time by a ten- 
dency of the price to gradually edge up- 
wards, over a period of days or weeks, 
and independently with regard to minor 
daily fluctuations, and eventually a decided 
upward trend, as a result of either manip- 
ulation for the rise, or decided increase 
in demand over supply. In this case, both 
the high and low prices for the day have 
a tendency to work higher from day to 
day, regardless of behavior of the closing 
price. 

On the other hand, if the stock has had 
a substantial increase in price, and begins 
to fail to make further progress, and 
eventually gives ground repeatedly over a 
considerable period of time, it is a possi- 
bility that certain interests acting in co- 

(Please turn to page 175) 
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Widening the Scope of The I. V.C. 


Motion Pictures Adopted in Warfare Against Fake 
Promoters—What the Committee Has Already Done 


By RALPH W. BUDD, Manager, I. V. C., Inc. 





MARY MacLAREN 


The well-known film star, who plays the part of the im- 
poverished victim in the I. V. C. film campaign against 


stock swindling. 


few months the Investors’ 
Committee has adopted 
many new methods for improving 
efficiency of our campaign against 
swindling promoters. Without a doubt 
most effective of these is the pro- 
tion of moving pictures depicting 
methods that are used by these un- 
rupulous people. We have contracted 
th the Buckley-Ferguson Productions, 
to produce thirty-six of these plays 
the rate of one a month. 
The first of this series entitled “Wild 
Cats” has just been released and has had 
wonderful reception. In these pictures 
re is no preaching and no dry propa- 
da. They are all entertaining stories 
iat have a plot which keeps an audience 
tinually guessing as to the outcome, 
nd leaves them with an intensely bitter 
ling toward the perpetrators of the 
st vicious crime that is now sweeping 
country. 


What the Picture Shows 


Wild Cats” shows how the oil pro- 
ter fakes the literature that he sends 
to the public. How he takes a group 
honest young men and fills them full 
lies and then sends them out to mulct 
public, making them participators in a 
crime which if they realized the horror of 
it would make them blush for shame. It 
hows also how the promoter corrupts men 
insurance companies and obtains from 
m the names and particulars of people, 
ecially widows, who have received in- 
irance benefits. Then it reveals the 
ruel and heartless methods, by a profes- 
m of friendship and sympathy through 
which these insurance benefits are taken 
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from people who 
often have noth- 
ing else in the 
world. 


There is another 
side to the pro- 
moter’s life that is 
clearly portrayed 
in this picture. 
That is his wild 
extravagance with 
the money that he 
has taken from 
poor people by 
mis representation. 
This part of the 
picture shows him 
carousing in caba- 
rets and giving the 
money taken from 
widows to the 
women of the 
street who are ca- 
rousing with him. 
There is no exag- 
geration here. The 
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guaranteed but are based upon informa- 
tion which we believe to be accurate and 
reliable-—Editor. 








character of pro- 
moter shown in 
“Wild Cats” is 
typical of the 
swindling promo- 
ter who gets his 
money easily and 
spends it care- 
lessly. 

The story in 
this first picture 
holds the audience 
in rigid attention 
all through and 
culminates in a 
climax that leaves 
them in bitter re- 
sentment toward 
the promoter of 
worthless _securi- 
ties. 

These pictures 
are being released 
through the W. W. 
Hodkinson Corpo- 


ration, and will be shown in moving-pic- 
ture theaters as part of their regular 
programs. In addition to this we will 
have prints of each picture which we will 
show before civic and industrial organiza- 
tions where Chambers of Commerce who 
are co-operating with us request. 


Added to the Educational Campaign 


Another important addition to our edu- 
cational campaign is the printing and 
sending out of inserts to go in pay en- 
velopes. These inserts we have printed 
in any languages that a Chamber of Com- 
merce wishes. They warn a person to 
make a thorough investigation 
putting their money into any kind of a 
security, and they also tell where this 
information can be had. 

There is no use in telling a person not 
to investigate before investing unless 
there is a convenient place established 
where they can receive the proper infor- 
mation. In order to better equip our 
Chambers of Commerce to give informa- 
tion we are compiling card index files 
containing all the known promotions that 
are offering securities to the public. 
These cards give the classification 
each security. They are classed as an 
investment, a speculation, a gamble, worth- 
less and fraudulent. 

This index file enables a Chamber of 
Commerce to give an immediate answer 
to an inquirer regarding the classification 
of a security. If the inquirer wishes 
fuller information the Chamber of Com- 
merce can secure it by applying to the 
headquarters office, where we give com- 
plete analysis and report on any security 

(Please turn to page 177) 
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SIDNEY DEANE 
Equally well known to motion-picture audiences throughout 
the country whose part in the I. V. C. film is that of the 
faker-in-chief. 
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T HIS is the Money in ample supply that financed the Business that 
honest Jack built. 


T HESE are the Stockholders, alive to their chance, who put up the 
Money in ample supply that financed the Business that honest 


Jack built. 


| ERE’S the Director, cautious and wise, protecting the Stock- 
holders, alive to their chance, who put up the Money in ample 
supply that financed the Business that honest Jack built. 





THIS is the President, able and shrewd, placed by Directors, cau- 


tious and wise; who protect the Stockholders, alive to their chance, 
who put up the Money in ample supply that financed the Business 
that honest Jack built. 





ERE is the Laborer, willing to work, who toils in the Plant, 

equipped and secure, built by the President, able and shrewd, 
who was placed by Directors, cautious and wise, who protect the 
Stockholders, alive to their chance, who put up the money in ample 
supply that financed the Business that honest. Jack built. 





HIS is the Product the public demands, made by the Laborer, 

willing to work, who toils in the Plant, equipped and secure, built 

by the President, able and shrewd, who was placed by Directors, cau- 

tious and wise, who protect the Stockholders, alive to their chance, 

who put up the Money in ample supply that financed the Business 
that honest Jack built. 





AND these are the Profits, come in every year, from sales of the 

Product, the public demands—Part goes to the Laborer, willing 
to work, who toils in the Plant, equipped and secure—Part goes to 
the President, able and shrewd, who was placed by Directors, cau- 
tious and wise—Part goes to the Stockholders, alive to their chance, 
who put up the Money in ample supply—And so is Prosperity spread 
through the land, by ten thousand businesses, equipped and secure, 
all like the Business that honest Jack built! 
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How I Would Solve These Insurance Problems 
A Study of Individual Cases with 


Recommendations to Fit Each One 








MAGAZINE OF WALL STREET re- 
ceives each day a number of in- 
ies from readers desiring help in 
ing their insurance problems. This 
ice is open to all, but it may be noted 
practical advice can hardly be ren- 
.d unless our correspondents give the 
ential details concerning themselves, 
h as age, amount of money available 
insurance, type of protection desired, 
iber and character of dependents, etc. 
\ few of our more recent inquiries, 
ith answers as forwarded, appeared in 
following: 


Tc Insurance Department of THE 


MORE FACTS NEEDED! 


What should a man who is carrying siz 
isand dollars’ worth of insurance do with 
first five hundred dollars when his in- 

per month is about $160.007—W. 8. 
Baltimore, M4. 


Before an intelligent reply could be 
given, which would be of real use to you, 
it would be necessary to know your age, 
the type of business you are engaged in, 
and your family conditions—that is, if 
you are married or single, and the num- 
ber of your dependents. 

If you will submit this data, we shall be 
glad to give you the best advice we can 
regarding your insurance protection. 


FOR INSURANCE KNOWLEDGE 


I enjoyed reading Mrs. Clarendon’s “The 
Right Iusurance” in the April 28th issue. 
Can I secure past articles in pamphlet form? 
As a policyholder I am interested in read- 
ing everything pertaining to life insurance 
Jrom the policyholder’s standpoint. I for- 
merly read articles in the “Independent” and 
“Leslie’s Weekly,” but I think both the ar- 
ticles have ceased. 

I would greatly appreciate information on 
the following: 

(1) Is there an insurance periodical treat- 
ing life insurance in such a way as to be 
of interest to me? 

(2) Name of an elementary book or two 
on this subject. 

My interest is simply that of wanting to 
be informed for my own protection and to 
enable me to check up existing policies and 
have them kept up-to-date in the matter of 
new clauses.—C, G., New York, N. Y. 


| am very glad that you have found the 
articles on insurance interesting. Past ar- 
ticles are not as yet in pamphlet form, 
but doubtless you could secure special 
issues if you so desire by applying to the 
oltice of The Magazine. As you are in- 
terested in special clauses, the articles on 
the Disability Benefit and the Accidental 
Death Benefit may appeal to you. These 
ppeared in the issues of February 4th 
18th, 1922 (“Preparing for the Un- 
€xpected”—the Disability Clause); and 
issue of March 18th, 1922 (“At Any 
me and for Any Cause”—the Acciden- 
tal Death Benefit). 
As your interest in life insurance is of 
a purely personal character, with the de- 
sire of checking up your protection, you 
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By FLorENCE Provost CLARENDON 


probably will not desire a book or peri- 
odical which treats the subject of Life 
Insurance in too technical a manner. I 
think you would find the insurance articles 
in “The Economic World” interesting, 
while “The Eastern Underwriter,” pub- 
lished at 86 Fulton Street, New York, 
would probably keep you in touch with 
current insurance news and legislation 
pertaining to same. If you are of an ana- 
lytical turn of mind, Henry Moir’s book 
“Life Assurance Primer,” published by 
the Spectator Company, is a good text 
book dealing with the practice and mathe- 
matics of Life Insurance. 


HAS HE ENOUGH INSURANCE? 


I wish to ask for some advice relative to 
accident insurance. I have all the life in- 
surance I can handle but in view of my oc- 
cupation, fleld geologist, which necessitates 
almost continuai driving over indifferent 
roads, it seems to me I should be carrying 
some accident insurance. 

I have in view an accident and sickness 
policy with the Standard Accident Insurance 
Company that pays $100 a month in case of 
disability and $10,000 in case of death from 
accident, also has many other features that 
you probably know all about. Cost, $75 an- 
nually. 

Can you recommend a policy better suited 
to my case and is this company entirely re- 
liable? I know nothing of the company per- 
sonally. Does any other company offer a 
better accident and sickness policy? 

I am 32 years old, married, have one boy 
seven years old and am making a very fair 
salary.—W. P., Holdenville, Okla, 


The Insurance Department of The 
Magazine deals only with Life Insurance 
questions. We are not familiar with 
Health and Accident insurance conditions, 
and prefer not to recommend any particu- 
lar companies for that class of business. 
We regret our inability to serve you in 
this particular. 


You state that you “have all the life 
insurance you can handle.” It occurs to 
us to inquire, however, since you are con- 
templating taking out accident insurance 
yielding $100 a month in event of acci- 
dent, whether the life insurance you now 
hold for protection of your family would, 
in event of a claim being made, yield to 
your beneficiary an income of $100 or 
more a month. It is well to view life in- 
surance from the angle of the income it 
would yield to the family in event of the 
sudden or untimely death of the insured. 
$15,000 or $20,000 of life insurance looks 
like quite a comfortable amount when 
reckoned as a “lump sum,” but the income 
derived therefrom, on an annual basis of, 
say, 5%, would not provide a very large 
income to your dependents, even if limited 
to, say, twenty years. 


FOR INSURANCE PAID UP AT 40 


As an interested reader of your insurance 
page, I am taking the liberty of requesting 
your advice on taking out insurance. 

I am a young man in the early twenties 
and have decided to lay aside about $300 
every year for insurance. Will you kindly 
advise what kind of policy you would recom- 
mend so that at the age of, say, 40, the 
policy would be paid up and the entire amount 
reimbursed me.—D. R. P., Genoa, Italy. 


Assuming that your age is 25, you could 
take a 15-Payment Life policy, with pre- 
miums paid up at the end of 15 years at 
a rate (non-participating) of $27.31 an- 
nually per $1,000 of insurance. The total 
amount of premium payments under this 
policy would be $409.60, all premium pay- 
ments being completed when you are age 
40. At that time, the cash, loan, or 
surrender value of the policy would be 
$410.03. . Thus you would secure insur- 
ance protection for 15 years and have con- 
tinued protection throughout your life 
thereafter; at the same time you would 
have a guarantee that if you were to dis- 
continue the policy there would be re- 
turned more than the amount of money 
you had paid in premiums. The rate 
quoted is that of a company active in the 
United States for more than 70 years. 

If you care to send me your age, also 
your date of birth, I can give you the 
exact cost for a Limited Payment Policy 
that would meet the requirements you 
desire. 

For instance, if your age is 23, you 
might take a 20-Payment Life Policy of 
$15,000 at an annual cost of $326.40, and 
at the end of 20 years either keep your 
paid-up policy or discontinue for a guar- 
anteed value of $6,552, which is greater 
than the total premiums paid. 

If you are interested in acquiring life 
insurance protection through one of the 
“Old-line” companies of the United States, 
the matter could be arranged by corre- 
spondence, and medical examination made 
in or near Genoa. 

(Please turn to page 178) 





Sign-posting the Roadway 


How to Organize for Proft—What 
Method Did for One Typical Family 


By “ENGINEER” 


YEAR or so ago I had the good 

fortune to turn from reading an 

article in the “Building Your Fu- 
ture Income” department of THE Maca- 
ZINE OF WALL Street to the monthly fin- 
ancial report of a well-managed public 
utility corporation. I say good fortune, 
for a helpful parallel came to my mind 
between the manner in which a success- 
ful corporation conducts its affairs, and 
they way in which I should conduct mine 
in order to achieve financial independence. 
A sentence I had seen somewhere oc- 
curred to me: 

“Corporations are of two general types, 
those conducted for social or civic ac- 
tivities alone, and those organized for 
profit.” 

What was to prevent me from becoming 
a miniature corporation of the latter class, 
and so organizing my own personal fin- 
ances as to show a “profit” each month? 
Armed with the determination to manage 
myself as though I were a corporation, 1 
reflected that accurate financial and oper- 
ating records, careful attention to oper- 
ating efficiency, and conservative financ- 
ing spell profits to the utility manager. 
The place for me to start, then, was with 
my accounts and records. 


Accounts 


Up to this time I had kept a rather 
desultory single entry record of my dis- 
bursements, which did not show exactly 
where the money went, how one month 
compared with another, 
or even whether or not 
I was “operating” at a 
loss. Careless procedure 
at best, but it is doubt- 
ful if many other young 
folks do much better un- 
til they receive some 
such encouragement to- 
wards systematic saving 
as is offered in the pages 
of The Magazine. With 
the assistance of a knowl- 


edge of accounting, acquired 
from work on financial re- 
ports, I drew up a list of 
the accounts I proposed to 
keep and opened up a “dou- 
ble entry” set of books. A 
year’s trial has tended to 
reduce these accounts in 
number, and so to simpli- 
fy the actual bookkeep- 
ing that there is little 
effort now involved. 

For the benefit of others 
who may wish to work up 
a similar simplified method 


of keeping accounts, I enumerate as fol- 
lows the accounts which seem to be 
essential : 

Debit Accounts: Cash, Securities, 
Expense, Insurance, Accounts Receiv- 
able. 

Credit Accounts: Present Capital, 
Income, Interest, Dividends, 
Notes Payable, Accounts Pay- 
able. 

An evening spent with any ele- 
mentary manual on bookkeeping, 
such as can be obtained from your 
public library, will enable you to 
handle these accounts 
without any difficulty. 
Then the fun begins; 
every month you can 
compare each ac- : 
count and _ the 
net profit (or 
loss!) with «the 
result of the 
preceding month, 


and thus see 
whether or 
not you are 
gaining in 
your. sav- 
ings. 

For in- 
stance, to 
show how 

simple it is: Your “Present 
Capital” each month is found 
by subtracting from the sum 
of Cash, Securities and Ac- 
counts Receivable, which are 
the assets, all of the liabili- 
ties, which consist of Notes 
Payable and Accounts Pay- 
able. This “Capital,” com- 
pared with that obtained in a 
similar manner the preced- 
ing month, shows whether 
you are gaining or losing. Thus, drawing 
up a “Balance Sheet,” as it is called, soon 
becomes an interesting process. 

Of course, what is outlined above is 
merely the bare working plan, but to 
complicate the system by adding very 
many more accounts tends to make 
your bookkeeping burdensome, whereas it 
should be an instructive diversion. The 
first thing you will probably want to do, 
after the method is clearly established in 
your mind, is to segregate your expenses 
into Rent, Food, Clothes, etc., so as to 
have the figures available for making up 
a budget of future expenditures and sav- 
ings. 

Operating Efficiency 


When we touch upon Budgets, we are 
coming to a device which increases our 
individual ability as operators, much as 
it does that of managers in any line of 
endeavor. The “Magazine” has re- 
peatedly urged the necessity of proper 
budgeting upon those who desire to 
save systematically, and I wish merely 
to add my own testimony to that of The 
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Magazine in the hope that the cumu- 
lative weight of evidence may in- 
duce investors to map out future 
expenditures as well as their past 
ones. It is the only logical procedure 
which will prevent one from being 
caught short when an_ insurance 
premium or interest on a note falls 
due. 
With your future requirements before 
you, when you are able to take on some 
new securities you can so select them 
that the interest or dividend will help 
to carry you over the high spots, or will 
just fill out other income in such a fash- 
ion as to give you an even amount to 
invest every so often. It is by such plan- 
ning as this that you save yourself in- 
terest and keep the ball rolling continu- 
ously; therein lies the secret of accumu- 
lating a competence. 

To improve your operating efficiency 
further, you will do well to consider ail 
your expenses carefully each month, to 
see if there may not be some unnecessary 
expenditure, or some possibility of spread- 
ing a particularly heavy expense over 
several months, instead of letting it hit 
you like the proverbial ton of brick. A 
very human incident to illustrate this 
last point of the proper distribution of 
expenses, is the case of a young friend 
of mine who bought a short term note on 
the partial payment plan so as to be able 
to provide adequately for the arrival of 
an additional member in his family. 

It is almost needless to point out that 
constant study of financial literature and 
magazines must be carried on to keep 
abreast of the march of men and events 
in investment circles. The “Librarian” 
of the “Magazine” has had many per- 
tinent comments to make upon the best 
sort of reading matter for those of us who 
are ambitious to attain financial indepen- 
dence. In addition to his suggestions, | 
have derived much benefit from Putnam’s 
Investment Handbook, Lowenhaupt’s /n- 
vestment Bonds, Chamberlain on Bonds, 
and Kniffin’s The Business Man and Ilis 
Bank. 


~ 


Conservative Financing 


Independent study is necessary, not 
only as a means of keeping you informed 
on current investment opportunities, but 
also to enable you to “finance” yourself 
with the same conservative yet far-sighted 

(Please turn to page 174) 
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Are Common Stocks Good Investments? 


What They Are—How They Compare with Other Corporate Securi- 
ties — The Element of “Management” in Common Stock Ventures 


(This ts the twenty-second articie m a 
s being published here for the two-fold 
ose of introducing students to the elemen- 
facts of practical finance and assisting 
e Builders in the judicious investment 
irplus funds. Previous articles of the 
s appeared in successive issues to date.) 


“OR such finance-students as have been 
led by our previous chapters, to 
develop a thorough understanding of 
basic investment forms already out- 
l, it is now time to take up the last 

m cited when this series was begun, 

e., high-grade common stocks. 


The Last Medium for New Investors 


ymmon stocks, as investments, are 
en last place in this discussion for this 
y definite reason: As a class, and com- 
ed with other classes, they offer the 
security, either from the Income 
point of view or from the point of view 
Principal of any of the recognized in- 
vestment sums. : 
1 any corporation having other securi- 
outstanding, common stocks always 
rank last. That is to say, firstly, that no 
part of a going corporation’s earnings 
can legally be distributed. as dividends 
on a common stock until the interest 
and dividend claims of all bonds and 
preferred stocks have first been satis- 
fied; secondly that, in event of receiver- 
ship or winding up of a business, none 
of the funds realized through sale of 
assets, etc., cam properly be devoted to 
the interests of common stockholders 
until holders of all other classes of the 
company’s securities have been paid in 
full. 

Considering these facts, it is obvious 
hat common stocks, as a class, should be 
the last investment form for the finance- 
student, or the new investor, to consider ; 
ind that is why we have given them last 
place in our articles here. 


What Common Stocks Are 


A fairly complete working definition of 
‘ommon stocks would be: “Partnership 
hares”; for in a way that is true of no 
r class, common stocks do carry the 
rivileges and share the risks of partner- 
ship. They entitle the holder, nearly 
lways, to a vote in the election of direc- 
(in other words, they give him his 
portionate share of control); they 
r him (subject to jurisdiction of the 
ctors he elects) the right to partici- 
in the surplus net earnings of the 
ipany to an extent limited only by those 
lings, whereas the participation rights 
other security-classes are almost al- 
ys limited; but, on the other hand, com- 

1 stocks carry no promise to pay, in 
pect of dividends, only the company’s 
ung power coupled with the wisdom 
d integrity of its management serving 
protect the shareholder's interests. The 
nilarity between these rights and risks 
common stocks and the rights and 
ks of the partners in any enterprise will 
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be immediately ap- 
parent. 


How They Com- 
pare 

Of course, there 
are common stocks 
and common 
stocks — issues 
alike, from a legal- 
istic point of view, 
in every way, and 
yet, in the invest- 
ment sense, as dif- 
ferent from one 
another as securi- 
ties could very 
well be. It is in 
learning how to 
choose _ between 
them that the com- 
plications arise 
which it is the pur- 
pose of this series 
of articles, at least 
in part, to help 
clarify. 

Let it be said, 
first, that the 
greatest backlog 
any common stock can have be- 
hind it is an honest and competent 
management. This may “sound like old 
stuff”’—to be sure, it has been said often 
enough!—but it is a vital, fundamental 
truth nevertheless, and one which has lost 
only in novelty through the years. It re- 
mains the ultimate standard by which the 
great majority of common stocks can best 
be judged. 

Unless the management is competent, it 
will dissipate the corporation’s credit— 
saddle it with an unwieldy debt, whose in- 
terest requirements will absorb the greater 
part of current earnings leaving little for 
the common shareholders; or else the 
management will fail to bulwark its 
finances—by building up a healthy sur- 
plus, for example—in times of large earn- 
ings, and hence be unable to sustain the 
interests of common holders when the in- 
evitable slump-times come; or, finally, the 
management, if incompetent, may prove 
unable to keep its operating costs in hand, 
and thus have to pay out large amounts 
that might otherwise be available for 
common-stock dividends in the form of 
running expenses. 

Any .one of these contingencies, of 
course, would also be prejudicial to the 
interests of holders of other securities; 
but the definite claim most other securities 
have on a corporation act as a deterfent, 
so far as they are concerned, which is not 
so forceful in the case of common issues. 
Directors can pass common dividends; 
comparatively speaking, with impuni- 
ty; or assuming them to have control 
they can increase the company’s obli- 
gations by sale of securities which rank 
ahead of the common stock with equal 
impunity; things like this have been 
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Contented Holders of Common Stock 
A few of the 5,400 workers of the National Cash Register Com- 
pany, many of whom are holders of the corporation's common 
shares under a special subscription plan open to employees. 
view is of the Employees’ Dining-Room, at Dayton, Ohio 
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done a million times, and nobody has 
yet been penalized for the offense. 
With bonds, or even with preferred stocks, 
however, it is not so easy. The senior 
issues have things like “indenture agree- 
ments,” “terms of issuance,” and so forth, 
which pledge the management to certain 
express terms. And pledges, although 
they can be and have often been broken, 
are at least a little more reliable than any 
sense of duty in a dishonest man. 


Chosing Your Industry 


Next to a competent and honest manage- 
ment, the industry in which the company 
under consideration is engaged is the most 
important factor for the intending com- 
mon stockholder to consider. What kind 
of an industry he should look for will 
depend upon what kind of a common stock 
he is looking for. Thus: 

If the investor is in search of a com- 
mon issue which, he can be reasonably 
sure, will continue to yield him a compara- 
tively stable income for an indefinite pe- 
riod of years, it will be to his manifest 
advantage to select a stable industry. We 
would not put the oil industry or the min- 
ing industry in this category. The earn- 
ings of concerns engaged in these indus- 
tries are notoriously erratic, see-sawing 
from large surpluses to deficits in a few 
months’ time; furthermore, such com- 
patties are, in varying degree, in the po- 
sition of liquidating their business—that 
is, seHing their assets—so to speak, from 
the time they begin to operate, and their 
existence is limited by the natural re- 
sources to which they are able to obtain 
title. On the other hand, if the intending 
investor buys into, say, the steel industry, 
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or the bread-baking industry, or even the 
public-restaurant business, he becomes a 
partner in a field which, while its imme- 
diate possibilities may be less spectacular 


than in the case of oil or mining, never- 

theless has the advantage of far greater 

stability and prospects of unlimited life. 
(To be continued) 





ee 


The Great American Household Debate— 


Should We Own Our 
Own Home? 


Why Rent Enthusiasts Say “No!” and Why 
the Ownership Enthusiasts Shout “Yes!” 








Looking Out— 
From the home of a reader of THe Macazine or Watt Street—Mr. C. B. Dart, 


of Kansas City, Mo. 


Of his home, Mr. Dart says: 


“This is not the only home in the world, but it is the only one I own. 


It is not the best in the world, but it is the best I have. 


So, being the ‘only’ 


and the ‘best,’ you will pardon me if I am a little proud of it, and not think me 


egotistical in showing it to my friends. 


HE debate starts up in every Ameri- 

can household at least once. In a 

good many households, it starts up, 
is dropped, and starts up again on an aver- 
age of about once a year. 

The adherents to either side of the con- 
troversy are as sure of themselves as the 
adherents to the other side. Get a good 
rent-payer and a good home-owner in the 
same room together, and you're sure to 
have a white-hot clash of wits before 
they part company, and a clash in which 
neither side will give way. 

Here are a few of the innumerable 
arguments pro and con which are most 
frequently heard—with no attempt at 
favoring either side—offered for the con- 
sideration of those interested: 

Some former apartment-dwellers find 
suburban home-owning a blessed relief 
from the smoke and grime and noise and 
rush of city streets. Others point to the 
isolation (as they style it) that goes with 
suburban homelife—isoJation, that is, in 
respect of shopping districts, in respect of 
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the theatres and the music halls. You 
have to make your own choice. 

Some former rent-payers contend that 
they would never go back to rent-paying, 
now that they have had a taste of utilizing 
what would be their rent money in the 
purchase of property of their own. They 
point to the proverbial pile of rent -receipts 
which all rent-payers are supposed to keep 
tucked away in their bureau drawers; 
then they point to the four walls of the 
house they are buying; and they say, 
“Look—We are buying property with the 
money that we used to use merely to se- 
cure a residence. How can you compare 
the two?” 

To which the rent-payers reply: “Yes— 
but just consider the responsibilities you 
have to assume as a home-owner which 
we, as-rent-payers, never encounter. If 
we are apartment-dwellers, we have no 
coal bills to worry about, no coal supply 
to get in while the seasonal coal shortages 
are at their height. If we are living in 
a. rented house, we do not have the 


enormously expensive items of repairs and 
painting and redecoration to shoulder, 
You do.” 

Again, it’s a matter of making your 
own choice. 


Is a Home a Hindrance? 


The rent-payer says: “We have to lease 
the place we live in for a certain period 
of time, and, of course, we are tied dow: 
to that place for that period. But what 
a difference in your case! You are biwy- 
ing your property. It is yours and yours 
alone. And you are tied down to it for an 
indefinite period—often, indeed, you cat 
get rid of it when you want to, unless you 
are willing to take a big loss on the deal 

“Some people buy homes, live in them 
for a few years, and then encounter cir- 
cumstances which, if they do not compel 
their moving to another community, make 
moving very desirable: Where do thiey 
stand then? They stand with a_ white 
elephant of a house upon their shoulders, § 
totally unable to move until, or unless, § 
some philanthropist comes along and, takes 
the thing off their hands. Many’s the gooi 
job that has been turned down in Boston § 
or Los Angeles because the man it wa 
offered to had a house in Bridgeport or 
Portland which he couldn’t afford to sacri-§ 
fice, and couldn’t liquidate.” 

To which the home owners reply: “O 
course, if you're going to pick out the 
first house you come across, totally disre- 
garding its salability, or rentability, theres § 
no hope for you in case you want to move.f 
But who's going to be foolish enough t 
do that? Obviously, the thing to do is t 
select a site, and a house, and a community 
which will always be attractive to buyer 
and renters. Then, in case it becomes de-& 
sirable to move, you can make the neces- 9 
sary arrangements within a short time.” 

Again it becomes a question of “take 
your choice.” 


Will Unspent Money Be Invested? 


The rent-payers put forth as one oi 
their strongest arguments the following: § 
“With the excess money it would cost us 
to buy a home, and which, if so placed, 
would yield no return, we can purchase in- 
vestment securities which will net us a 
substantial income. Or, if you are going 
to rent out the house you own, you art 
going to get a six per cent return on it 
whereas, in securities, we can get a much 
larger return. Or, finally, the cash sum 
you have to put down in the first place 
when buying a home can be far mort 
profitably utilized by us in the numerous 
investment opportunities that spring up 
from time to time.” 

But the home-owner is not intimidated 
by that argument. In fact, he rather wel- 
comes it. “All very true,” he agrees, “All 
very true. But tell me: How many of 
you rent-payers actually do invest the 
money which, as home-owners, you would 
have to put into your house? You know 
human nature as well as we do. Yow 
know that the average man or womat, 
which means people like you and me, won't 
save money to amount to anything wales: 
they have to. Honestly, now, don’t you 
just fritter away your excess cash? But 
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what happens if you buy—or build—your 
own home? You have to invest the 
noney, don’t you? You have to save, 
don’t you? As a result, you do build up 
n estate which only one man in a thou- 
and would build up otherwise. Home 
building has the same appeal, from an in- 
stment sense, that life insurance has: 
fastens upon the owner certain definite 
ligations which, while ultimately destined 
advantage himself, he is nevertheless 
rced to live up to.” 


Limiting Costs an Impossibility? 


Rent-payers make much of the ex- 
rience so many home-builders have had 
ulting in their having to pay for a home 
ey built anywhere from 25% to 75% 
re than they expected to have to pay. 
osh!” say the home-owners. “You can 
iit your building costs by erecting a 
mi-standardized house, or else you can 


oxi 


allow yourself leeway, so as to keep within 
your limit.’ ’ 

Finally, the rent-payers complain that 
home-owning, at least for those who have 
to borrow money, presupposes dealings 
with avaricious mortgage concerns “out to 
mulct the home-buyer.” On this question, 
the home-owners are sure of their ground. 
“Go to a well established building and loan 
association,” they say, “and, far from en- 
countering avarice, or being ‘mulcted,’ you 
will get the very finest sort of co-opera- 
tion at the lowest possible cost. They 
will loan you up to 70% of the value of 
your house and land. They will attend to 
all the details involved in the transaction. 
Your account with them will be simplicity 
itselfi—ten dollars a month per thousand 
borrowed for the period of the loan, with 
the right to pay the whole loan off when- 
ever you will. We don’t know of any 
finer co-operation than these associations 
are able to give, and do give.” 





—_~_ 


Points for Income Builders 


What the Investment World Offers 
and How the Offerings Compare 


HERE are in- 
numerable _in- 
vestment forms 

for the investor to 
choose from which 
differ from one an- 
other only in minor 

%| respects. But there 
= 2 are a certain few 
standard forms which are radically dif- 
ferent and each ot which caters to a set 
investment need. Some of these are re- 
viewed in the following, with notations 
referring back to previous issues of The 
Magazine containing more extended anal- 


yses. 


Building & Loan Certificates 


Building & Loan Associations, like Sav- 
ings Bank, are semi-philanthropic insti- 
tutions. Their reason for being is to 
assist would-be home builders in the at- 

nment of their ambition, and to this 
ud they operate under what has right- 

lly been described as “the easiest, sim- 
plest mortgage system ever devised.” The 
chief charm of their mortgage plan is, 
nply, that it calls for a monthly dimin- 
hment of principal and requires monthly 
terest payments on the current unpaid 
lance. 

Building & Loan Associations have 

me to be recognized as an integral part 

the financial system of the country, if 
only because of the part they play in the 
home-building world. But, in recent years, 

ey have forged ahead in another way: 
That is, as investment institutions, offer- 
ing a good investment return on moneys 
left in their care. They offer what they 
call Building & Loan Certificates for this 
purpose (besides accepting ordinary thrift 
accounts) and on these certificates often 
pay more than the average savings bank 
will give. 

Where the State Laws surrounding the 
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operations of B. & L. Associations are in- 
clusive and forceful, as they are regarded 
to be particularly in New York State, 
these institutions merit a first-rate rank- 
ing. (February 3, 1923.) 


Equipment Trust Certificates 


Toward the “second age” of railroad- 
ing—the age when the sins of over-capi- 
talization and over-hasty expansion were 
being expiated by the owners—some of 
the companies found themselves sadly in 
need of new equipment but with no money 
to buy it. Still worse, their credit was 
shot to pieces, and they couldn’t borrow— 
not even from the public! 

Unless these unfortunate roads were to 
go out of business, of course, the equip- 
ment had to be obtained, someway or 
other. So necessity, acting in her usual 
maternal fashion, was applied to the sit- 
uation, and the invention of Equipment 
Trust financing was the result. 

By the Equipment Trust plan, the roll- 
ing stock which it was necessary for a 
given road to have, was financed out of 
funds raised by the sale of so-called 
“equipment trust certificates.” This roll- 
ing stock was thereupon leased to the 
railroad in question, but on special terms. 

The terms provided, 
first, that title to the 
equipment should not 
pass to the railroad 


company until that company had fulfilled 
all the provisions of the agreement, being 
held in trust, meanwhile, by an indepen- 
dent agency appointed for the purpose; 
secondly, that the railroad should make 
certain stipulated payments at given in- 
tervals, over and above “rental charges,” 
which same would be applied to a fund 
raised to offset the principal cost of the 
equipment; thirdly, that a margin between 
the original cost of the material and its 
value less depreciation should always be 
maintained during the life of the equip- 
ment trust certificates in sufficient amount 
to guarantee the safety of the certificates. 

In other words, by the Equipment Trust 
plan, indigent railroad companies were 
able to get the use of the rolling stock 
they needed, while the public which 
financed the purchase of that equipment, 
had the rolling stock itself as security for 
its money instead of having to rely upon 
the broken-down credit of the road. 

As a form of railroad financing, the 
Equipment Trust plan speedily developed 
from its original field. It offered bene- 
fits and advantages which had their appeal 
to strong roads as well as weak. Today, 
most of the big systems finance equip- 
ment purchases by this method. 

And, be it noted, the plan has been so 
successful from an investment point of 
view that Equipment Trust Certificates 
rank among the highest-grade investment 
forms to be had. (January 20, 1923.) 


Real Estate Mortgage Bonds 


Real Estate Mortgage Bonds are noth- 
ing more nor less than old-fashioned real- 
estate mortgages split up into little pieces 
and sold piecemeal to the investing pub- 
lic. They offer contrasting advantages to 
the parties concerned. To the person 
owning the property, and wishing to bor- 
row money upon it through a mortgage 
contract, they provide a means of speedily 
marketing the mortgage bond, for the 
dealers in mortgage bonds have built up 
wide clienteles, ready to snap up any good 
issue that is offered, and able, by reason 
of their numbers, to “cover” the princi- 
pal sum involved. To the person seeking 
an investment, they offer a comparatively 
high rate of interest together with an 
opportunity to invest two or three hun- 
dred dollars at a time—amounts, that is, 
which it is not easy to place to good ad- 
vantage as a general rule. 

There is an element of risk in the pur- 
chase of real-estate mortgage bonds which 
the investor owes it to himself to con- 
sider. That risk can be reduced to a mini- 
mum by buying real-estate bonds only 
through firms of known and recognized 
reputability and known 
and recorded long 
standing. (February 17, 
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Third Avenue Railway Company 





Utilities 


A Giant Street Railway System 


What Third Avenue Securities Offer 
for Investment and Speculation 


T is not generally realized that the 

Third Avenue System is the largest 

surface railway system in the greater 
city of New York. In all, it operates 
about 330 miles of road in Manhattan, 
The Bronx and Westchester. In the 
Bronx, all the surface lines of that 
borough are included in Third Avenue 
System and it is the only borough that has 
a universal 5 cent fare and a free transfer 
among all lines. In Westchester, the Sys- 
tem embraces Yonkers, Mount Vernon, 
Hastings, New Rochelle, East Chester, 
Larchmont, Pelham, etc. This territory 
lies without the limits of New York City 
and the lines are operated under a zone 
fare schedule. The extent of the Third 
Avenue may be better appreciated from 
the statement that from the most northerly 
point reached in Westchester to the 
southern terminus (City Hall, Manhattan) 
is a distance, measured as the crow flies, 
of 21 miles. 

Third Avenue is both an operating and 
a holding company, made up of the Third 
Avenue Railway Company (the Parent), 
and 15 subsidiary companies. The com- 
pany began operations January 1, 1912, as 
the successor of the reorganized Third 
Avenue Railroad Company, which had 
been operated by a receiver since 1908. 
The receivership was the result, princi- 
pally, of over-capitalization. While the 
reorganization did not substantially change 
the amount of capitalization, it did ma- 
terially reduce the amount of fixed in- 
terest charges by the issuance of Income 
Bonds and stock, in exchange for certain 
mortgage obligations. 


Capitalization 


From the schedule, herewith, it will be 
observed that the total capitalization, in- 
cluding bonds and stocks of subsidiary 
companies, outstanding in the hands of the 
public, amounts to about 70 million dol- 
lars. The valuation placed on the proper- 
ties by the Transit Commission’s Bureau 
of Valuations last year, based on “original 
cost less estimated expenditures necessary 
to put properties in first-class operating 
condition,” was 34 million dollars. 

The outstanding capitalization is in all 
probability somewhat in excess of the 
tangible value of the properties, but on 
the other hand the Commission’s valua- 
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Railroads and Equipment 
Investments : 
Fund for Depreciation 
Miscellaneous 


Deferred Items 

Current Assets: 
Cash 
U. S. A. Bonds and Notes 
Special Deposits 
Accounts Receivable 
Materials and Supplies 


Capital Stock 
Capital Stock of Subsidiaries with Public 
Funded Debt 
Bonds of Subsidiaries with Public 
Interest on Adj. Income Bonds 
Reserves 
Current Liabilities: 

Accounts and 

Interest Matur 

Interest Accrued 

Tax Liability 


Corporate Deficit 
Total Liabilities 


THIRD AVENUE RAILWAY SYSTEM 


CONSOLIDATED BALANCE SHEET—INTER-COMPANY ITEMS ELIMINATED 
JUNE 30, 1922 


ASSETS 


$80,557,852 


2,766,043 
1,229,918 


5,411,193 
$89,965,006 


$16,590,000 
420,600 
49,526,500 
6,628,361 


5,566,000 
11,605,026 


1,909,111 
2,280,592 


$89,965,006 





9 Months to 
Mar. 31, ’23 


$10,657,901 

Net, After Expenses 2,167,998 
Fixed ae 

(Includes Adj. Bond Int.). 2,018,740 

Surplus, or (*) Deficit 149,258 





EARNINGS 


Year to 
June 30, 21 
$13,499,226 

1,795,787 


2,672,398 
*876,611 


Year to 
June 30, '22 
$14,141,413 

2,882,953 


2,675,479 
207,474 


9 Months to 
Mar. 31, '22 
$10,441,202 

2,027,290 


2,007,075 
20,215 

















tions are absurdedly low. Even the ex- 
tremely low valuation of the Transit Com- 
mission amounts to more than the total 
amount of mortgage. bonds outstanding, 
confining whatever “water” there may be 
to the Adjustment Income Bonds and 
Capital Stock. Nevertheless, earnings 
play a far greater part than asset values 
in determining the market values of most 
stocks and of many bonds which are 
classed as speculations or semi-specula- 
tions. 

The securities of the Third Avenue 
System, accordingly, fall into two 
classes—investments and speculations. 
In the first group may be placed the 
two mortgage bond issues and the 
underlying subsidiary mortgage bonds, 


while the Adjustment Income 5s and 
Capital Stock are, of course, in the 
speculative class. 


Operating Conditions 


Since the reorganization the company hes 
been operated on a high plane of efficiency 
under almost unsurmountable obstacles. 
A general strike in the summer of 1917 
proved costly, and almost on its heels 
there began to be felt the tremendous in- 
creases in all items of expense brouglit 
about by war inflation. In August 1918, 
wages were increased 46% and again 25% 
in August of 1919 and again 10% in July 
1920, to say nothing of the increases that 
took place in the cost of fuel, materials 
and supplies, and equipment of every de- 
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has weathered the period 
of inflation without receiv- 
ership. Today, it is in a 
stronger position than it 
has even been before. 
The territory which it 
serves is growing with great 
rapidity—the fiscal year to 
June 30, 1922, showed the 
largest gross earnings in 
the company’s history and 
this year’s figures are run- 
ning higher than last. 

Herewith follows a brief 
description of the road's 
securities : 


( ROSSING THE EAST RIVER BACK IN 1858 


‘Ve wonder if steamer baskets were sent to travelers 


making the trip 


iption. Furthermore, the opening of 
w subway lines made serious inroads 
n the receipts of the system and as 
lding was practically at a standstill, in- 
ises in traffic, which would ordinarily 
expected under normal conditions, were 
t forthcoming. 
n spite of these difficulties, the company 
iintained its properties in a high state 
repair and efficiency. It continued 
‘ular payments on all of its mortgage 
t. It built up a large cash balance and 
working capital position is stronger 
han any of the other transit companies 
New York. Third Avenye, through 
id economy and careful management, 


Third Avenue Ist 5s 


These bonds are author- 
ized and outstanding in amount of only 
5 million dollars. They are a first and 
closed mortgage on all the properties. The 
actual value of the properties covered by 
their lien is far in excess of the amount of 
outstanding bonds. New York City real 
estate alone, on which the bonds are an 
absolute first and closed mortgage, is 
assessed at practically 5 million dollars, 
while equipment is valued in excess of 5.5 
millions, to say nothing of the value of 
tracks, franchises and equities in sub- 
sidiary companies. 

The bonds were originally issued in 1887 
and have gone through two reorganiza- 
tions without having been disturbed in 


any respect. Earnings have never failed 
to cover their interest requirements by a 
very wide margin, even during the periods 
of greatest difficulties. The bonds are 
listed on the New York Stock Exchange, 
where current quotations are in the neigh- 
borhood of 93, yielding 5.60% to maturity. 
They are a “gilt edge” investment of 
high character and may be purchased 
with the feeling that their principal is 
safe beyond doubt—even if the lines 
were to be scrapped and the properties 
sold under forced sale. 


Third Avenue Ref. 4s 


The Refunding 4s of 1960 are by no 
means as high grade as the First Ss, 
although they are fairly attractive at 
present price of about 58 (N. Y. Stock 
Exchange), yielding slightly over 7%. 
The issue is authorized in amount of 
$40,000,000, of which $21,990,500 are out- 
standing, $5,930,500 reserved for ex- 
tensions, and $12,079,000 to retire prior 
liens. These bonds are secured by a mort- 
gage on all the properties, subject to the 
lien of the 5 million First 5s and about 
6.5 million subsidiary company bonds. 
They are further secured by pledge of 
practically all the stocks and bonds of 
subsidiaries owned by the parent company. 
With the exception of 1917, earnings have 
always shown a very fair margin of safety 

(Please turn to’ page 165) 








Third Avenue Railway Company: 
lst Mtg. 5s, 1987 
lst Refunding 4s, 1960 
Adj. Income 5s, 1960 
Capital Stock 


Subsidiary Companies— 


lst Mtg. 5s, 1940 
2nd Mtg. 6s, 1915 
Capital Stock 
Dry Dock, E. Bway & Battery R. R. Co.: 


General Mtg. 5s, 1932 
Refunding Mtg., Series B 
Refunding Mtg., Series C 
Capital Stock 


Belt Line Railway Co.: 


Capital Stock 
Union Railway Co.: 





Capital Stock 
Southern Blvd. R. R. Co.: 


Ist 5s, 1945 
Capital Stock 


N. Y. City Interborough R. R. Co.: 


Capital Stock 
Westchester Electric R. R. Co.: 


Capital Stock 
N. Y., Westch’r & Conn. Trac. Co.: 


Gen. Mtg. 
Capital 
Yonkers R. R. Co.: 





Authorized 
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SECURITIES OF THIRD AVENUE RAILWAY SYSTEM 


(AND SUBSIDIARIES) 


Owned by Companies 


Outstanding in System 


22'536,000 
16,590,000 
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Approximate 
Yield to 


In Hands of 
Maturity 


Public 
$5,000,000 
19,201,000 
22,216,000 
16,590,000 


Approximate 
Market 
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Shell-Union Oil Company 


Is the Company Paying Dividends 
Conservatively ? 


Shell Union’s Earnings as Compared with Dividends 





UCH publicity has been given 

recently to the question as to 

whether or not foreign corporations 
should be barred from acquiring national 
petroleum reserves in this country. The 
action of the Department of the Interior 
in barring the Shell organization from 
bidding on the properties owned by the 
Osage Indians in Oklahoma brought this 
question before the public. In reprisal, it 
is alleged by our Government that it has 
been the consistent policy of European 
countries to bar American citizens and 
American organizations from owning or 
holding concessions which appear to be 
likely oil producing areas in their colonies. 
This is especially true of the Netherlands, 
where control of the Royal Dutch Shell 
organization is located. 

Whichever way the question is decided 
as to the future, it must be considered that 
foreign owned corporations have already 
secured considerable holdings in the oil 
industry in this country. Moreover, the 
facts brought out by the recent Govern- 
mental investigation show conclusively 
that these holdings are being gradually in- 
creased through acquisition by purchases 
and through individual development. 


The Consolidation 


The recent consolidation of the Royal 
Dutch Shell interests in this country with 
the Union Oil Company of Delaware ap- 
pears to be another step in the acquisition 
of American oil interests by the Dutch 
Shell. The Union Oil Co. of Delaware 
was organized in August 1919, taking over 
for cash, options on stock held in the 
Union Oil Company of California and in 
the Columbus Oil Producing Co. by an 
Eastern syndicate. 

At that time it acquired the Common- 
wealth Petroleum Co. through exchange 
of stock. Later the Central Petroleum 
Co., whose properties are located in Okla- 
homa, was acquired for cash. Additional 
producing properties in West Virginia and 
Oklahoma were also acquired. 

Union Oil Co. of Delaware, at the time 
of its organization, was exceptionally well 
sponsored by prominent oil men and in- 
fluential bankers. This company was 
credited by many as having a very.close 


144 


By J. G. SWARTZ 


working agreement, if not being actually 
controlled by the Standard Oil Company. 
Subsequent events, however, have proved 
this a mere rumor. 

The Union did not expand as was antici- 
pated by the public. Very few properties 
were acquired and very little profitable 
development undertaken. Production of 
the Union at the time of the consolidation 
was about 16,000 barrels daily, not in- 
clusive of the production owned through 
interests in the Union of California. 

The Dutch Shell included in the con- 
solidation practically all of their assets in 
this country. These included the assets 
of the Shell Company of California, 
Comor Oil Co. in Oklahoma and the 
Roxana Petroleum Co. operating in the 
same territory. The production of this 














© Brown Bros. 


SOME GUSHER! 


“The kind the 100% profit promoters 
talk about only hard pluggers find” 


group at the time of the consolidation was 
about 21,000 barrels daily. 

In addition, Shell had three refineries 
and one topping plant in California with 
a combined capacity of 35,800 barrels. 
Roxana also operated a complete refinery 
with a capacity of 15,000 barrels at Wood- 
river, Illinois. All of the above refineries 
are served by pipe lines owned by the 
Shell Company, through which their own 
production, together with any additional 
crude necessary to supply their refineres 
was transported. Shell Company dis- 
tributed its products in all the Pacific 
Coast states, also in Nevada and Arizona 
through its own organization. Shipments 
were made to Hawaii and Alaska and 
storage facilities and terminals were pro- 
vided in British Columbia, Chile and other 
countries. 

The results of the combination of the 
assets of these companies resulted in mak- 
ing the Shell-Union one of the. foremost 
companies in the oil industry. The pro- 
duction of this company is now over 
100,000 barrels per day, which is about 
4% of the total domestic production. This 
is about equal to the production of the 
Standard of New Jersey. This increase 
is due to the development of the new Cali- 
fornia fields, where Shell Union has the 
largest well that has been brought in 
within several years and which produced 
at the rate of 33,500 barrels per day when 
opened up for test. 

This production is considerably larger 
than can be handled by their own re- 
fineries. Some of this surplus is now 
being transported to the refinery of the 
Dutch Shell at Mexico, which is short of 
Mexican crude. 

If the prediction had been made two 
years ago that crude oil would be shipped 
from California to Mexico for refining 
purposes, it would have been with jeers 
by the oil interests. This is a good ex- 
ample of the rapid changes that come 
about in the economic position of the oil 
industry. 

Capitalization 

Shell-Union, at the time of its organi- 
zation, issued 8 million shares of no par 


common stock in payment of the property 
and assets transferred to it by the Union 
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of Delaware and Dutch Shell group. The 
Union of Delaware received 2,240,000 
shares of Shell-Union stock and $386,220 
in cash and the Shell-Union assumed 
$777,777 of Union Oil Co.’s liabilities. 
[he Royal Dutch Shell interests received 
5,760,000 shares of Shell-Union stock. 
Shell-Union also sold 200,000 shares of 
~ cumulatve preferred stock with a par 
ilue of $100 for the purposes of securing 
rking capital. This was necessary as 
he cash contributed by the various com- 
nies forming the consolidation was very 
all. 
[he gross assets, as of June 30th, 1922, 
Shell-Unon including leases, refineries, 
. had a book value of $218,568,758 and 
vith the depreciation, etc., item deducted, 
aves net assets of $187,554,164. The 
mmon stock would have a nominal book 
value of $23.50 per share. It would ap- 
pear that the value of the properties given 
the books is all that is warranted. 
The earnings of Shell-Union based on 
e six months ending June 30th, 1922, 
were at the rate of $10,600,000 per annum, 
after depreciation and depletion were de- 
ducted. These earnings are over twice 
the earnings for 1921 of the combined 
companies and would indicate that the con- 
solidation was a profitable one for all con- 
cerned. It must also be noted that the 
present production of Shell-Union is twice 
as large as it was in 1922 and, notwith- 
standing the decrease in the price of Cali- 


fornia crude, the earnings from this source 
are now consideraby larger than they were 
at that period. In 1922, full year, the 
company earned $1.10 per share on the 
stock. 

Dividends have been paid currently on 
the 6% preferred stock since its issue and 
the common has been placed on a basis of 
25 cents per quarter or $1 per annum. 
While the earnings as given above indicate 
substantial improvement, it appears that 
the dividend rate is too high, particularly 
for a company engaged so extensively in 
developing producting properties. Unless 
the earnings increase very substantially, 
it would seem that practically all of the 
profits are being paid out in dividends and 
little is being laid aside for future contin- 
gencies. Most of the successful oil com- 
panies have attained their position by 
plowing back a large portion of their 
profits into the business. 

The dividend rate on the present price 
of around $17 gives a return of 6%. This 
is slightly less than the rate of earnings 
on the value of the outstanding stock. It 
is undoubted that there are invest- 
ments in other companies which give 
practically as great return on the in- 
vestment and which at the same time 
put away a more substantial portion of 
their earnings to surplus. The stock 
accordingly is not considered particu- 
larly attractive from a _ speculative 
investment viewpoint at this time. 








Standard Oil of Indiana 





Indiana’s Strong Trade Position 


The Company’s Fortunes Since the 1912 Break-Up— 
Are the Shares Good Investments at These Levels? 


By W. M. GEOFFREY 


HARES in the Standard Oil Com- 
pany of Indiana are now selling 
around 60. On their current divi- 
dend basis of $2.50 per share annually, 
the offered yield is only about 4.15%. By 
comparison with other industrial stocks, 
and especially with other oil stocks, this 
offered yield would hardly appear attrac- 
tive, 
However, Standard Oil shares do not 
lend themselves to comparison with other 
issues, whether in respect of offered yields, 


carnings per share or almost any of the 


other measuring sticks generally used in 
weighing investment merits of securities. 
They occupy a place of their own. Stand- 
ird Oil of New Jersey, to yield only about 
280% on the investment at current levels, 
Standard Oil of California to yield only 
hout 3.70, Prairie Oil to yield only about 
o—these may be (and probably are) far 
tter investments, despite their meagre 
raight income yield, than many indus- 
trial common stocks yielding from 6% up. 
A glance at the attached table will help 
to illustrate the values behind Standard 
of Indiana and, at the same time, to jus- 
fy its present selling price. It may be 
noted that, during the ll-year period cov- 
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ered by the table, Indiana earned total 
operating profits of some 340 millions of 
dollars, built up its plant values by a 
shown total of 74 millions, and probably 
by a far greater amount were heavy 
write-offs to be pared down, and expand- 
ed its free surplus in the ten years from 
1912 to and including 1921 from 10 mil- 
lions to 143 millions of dollars. The “im- 
pairment” in surplus apparent in the 1922 
figures must be considered in connection 
with the 100% stock dividend declared 
last year, which swelled the corporation's 
capital issues from 107 millions to 220 
millions. If it be noted further that, in 
the 11 years cited (which happen also to 
measure the span of the company’s life 
as a separate and distinct entity) Stand- 
ard of Indiana was able to disburse some- 
thing like 92.6 millions of dollars in the 
form of dividends on its shares, or a sum 
equal to close to $8,000 per share on the 
stock that was outstanding prior to the 
break-up in 1911, the colossal magnitude 
of the enterprise and its uniqueness in 
corporation annals become plain. 

S. O. Indiana today occupies the posi- 
tion of the largest manufacturer of gaso- 
line in the world. Under conditions that 


warranted it, the company’s output would 
measure in excess of 1 billion gallons a 
year, or very nearly a quarter of all the 
gasoline produced in this country during 
a similar period. In addition to earnings 
from its own operations, the company 
controls the famous Burton cracking proc- 
ess—an essential process in gasoline man- 
ufacture—through which it derives royal- 
ties from the gasoline-manufacturing 
activities of the other Standard, and also 
some independent refining companies. 
Indiana is constantly bulwarking its 
crude-oil supplies as well as its transpor- 
tation and refinery facilities. Besides its 
interest in the oil-purchasing agency 
known as the Sinclair Crude Oil Pur- 
chasing Co., representing some 30 mil- 
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lions worth of crude oil, the company has 
extended its properties heavily. Before 
this year is out it is expected that satis- 
factory merger terms will be worked out 
looking to the absorption of the Cosden 
enterprises. 

In previous years, such criticism as could 
be directed against Standard Oil shares as 
investments was based on the fact of their 
being comparatively closely held and there- 
fore subject to violent fluctuations market- 
wise. This criticism was often justified. 
A 10-share order in Standard Shares, due 
to the small amount of stock in the hands 
of the public and also to the high par 
values then existing, was the average mar- 
ket order that would be transacted; and, 
when any number of 10-share lots were 
ordered bought, the result would frequent- 
ly be a sharp break or an equally sharp 
rise between transactions. With Indiana, 
at least, there is less room for this criti- 
cism to-day. In the last year and a half 
the company, by a more informative policy, 
has increased the number of its stock- 
holders from less than 5,000 persons to 
over 26,000, also, it has cut down its par 
value from $100 to $25; and, finally, it has 
increased the number of shares outstand- 
ing. The total effect has been to greatly 
improve the issue’. marketability. 

Indiana earned the equivalent of $5.61 
per share on its present stock last year. 
In the current year, its returns are likely 
to be substantially larger. Considering 
the facts brought out above, the shares 
can obviously be recommended for in- 
vestment purposes, although from a 
speculative viewpoint stock market 
considerations might lead to postpon- 
ing commitments until a more favor- 
able time. 
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Overproduction in the Metals? 


Danger Signs Seen in Record Output in Iron and Steel Group 
and Weak Market Condition of Copper, Lead and Zinc 


has come about in the outlook for 

the metals which is worth the care- 

ful consideration of the investor in metal 
stocks. While it does not as yet amount 
to a reversal of the trend of the past year, 
it undoubtedly is a period of hesitation 
which has all the ear-marks of a transition 
stage leading to reduced level of activity. 
The same phenomena have appeared in 
all the major metals: the speeding up of 
production up to or toward record heights, 
the accumulation of stocks by first-hand 
consumers, the slowing-down of European 
demand, the disposition of consumers to 
draw upon inventories rather than step 
into the market, and the tendency at the 
present time to buy from hand to mouth. 


Wits: co the last few weeks a change 


New Concessions 


Corresponding with these developments 
there has been increased eagerness on the 
part of the mining companies to get busi- 
ness for several months ahead, and a 
willingness to make concessions as to price 
to induce such business. Buyers have not 
shown much desire to follow the market 
on its way down, with the result that min- 
ing companies in many cases are operating 
on a smaller margin of orders booked 
ahead than for many months past. Should 
this situation continue, while production is 
maintained at its present height, the result 
will be an accumulation of stocks at the 
sources of production, which would impart 
a speculative flavor to the metal market. 


By F. E. Ferris 


The attitude of Europe has been 
throughout disappointing. It was expected 
that German imports of metals would fall 
off as a result of;the Ruhr invasion, but 
the impression prevailed up to quite re- 
cently that other European countries, re- 
lieved to some extent from the menace of 
German competition, would spring into the 
breach and take Germany’s place as a cus- 
tomer. This has not happened, at least 
to an extent sufficient to satisfy American 
metal. producers, and prices have been 
showing a weakening tendency on the Lon- 
don Metal Exchange for some weeks. 
Incidentally, a good deal of metal has been 
coming over to this side which would nor- 
mally have been destined for European 
markets. This has had the effect of 
further depressing American prices. 

Labor shortage has been one of the fac- 
tors restricting production, and even under 
present circumstances there is little doubt 
but that, given a sufficient labor supply, 
production would be greatly increased. In 
such a case, however, the increase would 
be merely a competitive maneuver in- 
tended to strengthen the position of the 
low-cost producers as against the high- 
cost ones. For the time being, however, 
there is little tendency for this type of 
“competition to set in. Should market con- 
ditions remain as dull as at present for a 
prolonged time, the outlook is that further 
price concessions would be granted in an 
effort to stimulate buying and eliminate 
the smaller and weaker producers, who 
are absorbing labor to pro- 
duce high-priced metal. 





IRON 
(Tons of 2,240 Ibs) 
. 18,789,242 
15,878,354 
17,821,307 
18,009,252 


COPPER 
(In Ibs) 


391434.797 
’ $8,621,216 





PRODUCTION OF MAJOR METALS 
LEAD 
(Tons of 2,000 Ibs) 
270,894 


From the stock market 
point of view, this would in- 
dicate that now is a good 
time for investors to switch 
from high-cost producers, 
depending on a large volume 
of operations to maintain 
profits, to low-cost concerns, 
which are not in such a vul- 
nerable position and can 
stand a period of decreased 
production with less damage. 
At the same time, it would 
be exaggerated to say that 
the outlook for the metal 
markets is so bad as to war- 
rant throwing overboard of 
mining securities, irrespec- 
tive of intrinsic or relative 
merit. 


ZINC 


Iron and Steel 





Iron production in April 





was at the rate of 43 million tons a year 
and steel ingot output at the rate of 4 
millions. A comparison with the figur: 
given in the accompanying table shows 
how far this new record, if maintained 
would be above all previous years, includ- 
ing the height of the war demand. 

Consumption is being equally well main- 
tained, for the time being, and there is n 
evidence of accumulation of stocks or oi 
excessive speculative buying. In the last 
few weeks, however, the pig iron market 
has become remarkably dull, and while 
prices in the majority of districts hav 
been well sustained, they have given way 
in two or three instances, and there is a 
fairly uniform opinion throughout the 
trade that the scarcity of new buying will! 
probably compel a price readjustment in 
the more or less near future. Shipments 
are continuing at a high rate, but this is 
no sign, as the contracts on which they 
were based were executed some time ago, 
and there is little pressure for spot de 
livery. 


Production—Then and Now 


As a well-known authority on the metal 
trades puts it, population at the present 
time is 10% above what it was in the pre 
war record tonnage years, 1912 and 1913; 
an increase in consumption 30% above 
those figures should be considered very 
heavy. Yet at the present time a pro 
duction of 60% above pre-war is being ab- 
sorbed, after allowance for exports. 
While there may be good and legitimate 
reasons for this, it certainly does not indi- 
cate any possibilities of further improve- 
ment in the iron situation. 

It is also noteworthy that new furnaces 
have not been blown in for some time now, 
producers being evidently not over-opt- 
mistic as to the possibilities of disposing 
of additional tonnage facilities. A gradual 
sliding-off from the present high rate 
of output, and the banking of furnaces 
among the higher-cost producers, ‘s 
rather to be expected from now on, 
possibly accompanied by price soften- 
ing in both iron and steel. 


Copper 

Almost immediately after making i's 
high price of this year at 17% cents a 
pound at the beginning of March, copp:t 
has shown a continuous tendency toward 
lower price levels culminating in almost 
a rout toward the beginning of May, 
which is not yet over. Current advices 
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from London are of the most pessimistic 
character, and in that market a spread of 
cents exists between electrolytic and 
tandard copper, which normally sell % 
a cent apart. This is taken to indicate 
considerable bearish speculation on the 
er side, backed up by the trade belief 

t still lower prices are in store. 
While stocks are not yet unduly high, 
re is a decided tendency to accumula- 
, in spite of a continuing high rate of 
per consumption. Consumers are un- 
ling to commit themselves for any 
it length of time ahead, and the confi- 
ce with which mining interests used to 
rt, some months ago, that they had 
ugh orders on hand to keep them going 
two months or more even if no fresh 
ing came into the market, has notice- 
evaporated. Instead, producers are 
wing considerable anxiety to book busi- 
s ahead, and it is by no means impos- 
that price declines may go on for 
1e time until a level is reached at which 

ugh new business is attracted. 


How Labor Affects Copper 


[he margin of profit for many of the 
zer producers is such, at the present re- 
lation of costs and market price, that they 
ild afford such tactics without serious 
, in view of the reduction in overhead 
expense this policy would bring. The rea- 

1 why they are not engaged at present 
1 an active campaign of price-cutting to 
bring about the same result is*to be found 
in the shortage of labor which prevents 

erious increase in output at the present 
time. A certain amount of labor is leav- 
ing the mines for the farms, at the present 
thus further adding to the difficulty 

maintaining a high rate of operations. 

Total consumption, including exports, 
has approximately kept pace with produc- 
tion, including that from South American, 
Mexican and Canadian mines. There is a 
disconcerting tendency, however, for the 
importation of more copper than the mar- 
ket can absorb for the time being, due to 
the temporary stoppage of the customary 
European outlets for such copper, and this 

ctor may become of increasing im- 
portance in a short time. 

The cessation of silver purchases by the 
Mint under the Pittman Act should relieve 
the copper situation somewhat, by lessen- 
ing the amount of production from rela- 
tively high-cost mines. Many of these 
have been kept going, producing copper 

th silver as a by-product, by the fact 

it the Government was bound to pur- 
chase such silver from American mines 
$1 an ounce, or 35 cents above the world 
rket. With the extra 35 cents an ounce 
ne, they will find it impossible to com- 
te with the larger producers (once pro- 
ction is put on a competitive basis), 
particularly if prices decline still further. 
Their exit from the market will of course 
lease some labor, which may tend to 
unterbalance the loss of production from 
ese mines by going to other mines and 
creasing production there, but inasmuch 
it will probably be more efficiently util- 

d there the prospects for stabilization 

‘ the copper market on a lower price and 

oduction level remain unchanged. 

While a slight further decline in the 
price of the metal would not be sur- 
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time, 


© Underwood & Underwood. 
COPPER BARS READY FOR EXPORT SHIPMENT 
Foreign demand for copper of late has been rather disappointing 


prising, the fundamentals, a broad 
market for consumption and economi- 
cal production, are still healthy and 
there is little danger of a precipitate 
break. 

Zinc 


The market is apparently disregarding 
the fact that zinc supplies at hand are not 
more than the equivalent of a week’s con- 
sumption or less, at present rates. This 
situation has existed for a long time now, 
but the small stocks apparently constitute 
enough of a margin for the industry at 
present. Production is being maintained 
at unusually high figures, having been 
slowly advanced month by month. 

The price situation is marked by the 
lack of interest in spot commitments, 
while a certain amount of interest is 
shown in future contracts at prices well 
below prevailing levels. This may be 
taken to indicate a lack of confidence in 
the stability of current values. The point 
is emphasized by the recent reduction in 
prices of brass and brass goods, which are 
among the heavy consumers of zinc. 

Another vital factor in the present mar- 
ket is the apathy of European buyers, as 
expressed through the London quotations. 
These have been consistently weak for 
several months now, having led the way 
for the decline in the American metal. 
Germany and Belgium have been forcing 
supplies on to a weak market with the 
effect of further depressing quotations. 

Domestic buying may also be described 
as quite disappointing, in view of the fact 
that the major consumers are keeping up 
a fairly high rate of operations. Their 
new orders are coming in slowly, however, 
and being fairly well fortified with zinc 
supplies they are in no hurry to forestall 
the market. 

From present indications there is 
therefore little reason to expect a sharp 


recovery in zinc prices. The outlook 
is rather for a reduction of output to 
a point where it will be commensurate 
with a reduced rate of demand. 


Lead 


After having been one of the first of 
the non-ferrous metals to show signs of 
improvement and keeping up the favorable 
tone for twenty continuous months, lead 
began to show signs of weakness in April 
and several price reductions have already 
been made without stimulating buying in- 
terest. 

Not only has the leading interest, the 
American Smelting & Refining Co., had to 
lower its prices, but still lower rates are 
being quoted by smaller smelters, second 
hands, and the outside market generally. 

Pressure has been exerted on the mar- 
ket by foreign producers, principally 
European and Australian, but with the 
steady decline of prices on the London 
exchange this source has been losing its 
importance. More significant is the 
falling-off of domestic demand in such 
lines as building construction and to some 
extent in the automobile industry. 

Spot supplies near the great centers of 
consumption are known to be light, but 
the tendency is upward, as production is 
slowly moving ahead of consumption. In 
spite of the narrow margin of reserves, 
buyers are showing little interest in more 
than hand-to-mouth operations, new orders 
having fallen off markedly, while deliveries 
on old contracts have been well main- 
tained. 

With the expected weakening of do- 
mestic consumption and improvement 
in foreign output, especially from 
Spanish, Australian and Mexican 
mines, the outlook is for further reduc- 
tions in the price of lead and possibly 
a lower rate. of production. 
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A New Danger for Country Banks 


What the Establishment of the Rural 
Credits Act Means to the Country Bank 


ROBABLY very few country banks 
P realized when the Agricultural Credits 

Act on March 4, 1923, was adopted 
that it contained an elaborate plan for the 
establishment of new financial institutions 
which would undoubtedly subject them to 
severe competition. They looked on it (so 
far as they were informed at all about its 
terms), as a measure designed to help out 
the farmer by advances on land or to pro- 
vide some rather long-term credits which 
would be calculated to relieve themselves 
of burdens which they had been carrying 
in the past. 

They are only just awakening to the 
fact that under the terms of the new Agri- 
cultural Credits Act they are faced with 
a kind of competition which may easily 
become a good deal more severe and 
dangerous than the branch bank compe- 
tition which they have been fearing in con- 
nection with proposals on that subject. 

The terms of the new Act provide for 
agricultural corporations designed to lend 
the public and whose powers authorize 
them beside the usual corporate grants of 
authority to “make advances upon, to dis- 
count, rediscount or purchase, and to sell 
or negotiate with or without its endorse- 
ment or guarantee notes, drafts and bills 
of exchange and to accept drafts or bills 
of exchange.” Here is the authority to 
do practically all classes of banking busi- 
ness that a country bank engages in, and to 
do them on a very liberal scale. The only 
restriction upon these operations is that 
they must be undertaken for agricultural 
purposes while such acceptances as are 
made must have a maturity of not over 
nine months and must be secured by ware- 
house receipts. 

The agricultural credit corporations may 
also make advances upon or “discount, re- 
discount and sell or negotiate with or with- 
out endorsement or guarantee” notes se- 
cured by chattel mortgages conferring a 
first and paramount lien upon livestock. 
They may also operate in government 
bonds, serve as fiscal agents, hold and con- 


148 


vey real estate, lend on mortgages on real 
estate, act as custodian trustee or agent in 
certain conditions, issue debentures, and 
do a great variety of other things. 

In fact, there is practically nothing in 
the banking line that such an institution 
cannot do, except to take deposits, and 
this of course is a function which can 
easily be managed in another way. In 
many states, for example, it would be a 
very simple thing to organize a small state 
bank with minimum capital while an 
auxiliary corporation, organized under the 
Federal Agricultural Credits Act, col- 
laborated with it, and in this way to obtain 
deposits while doing a much broader busi- 
ness under far less restriction than any 
state bank which limits itself to the ordi- 
nary lines of banking can carry on. 


Competition of New Concerns 


Evidently, the competition of concerns 
organized in this way might be tre- 
mendous. They will not be obliged to 
carry reserves or conform to savings bank 
laws or keep their percentages of loans to 
given indivduals down to a specified figure 
or otherwise to do any of the multi- 
tudinous things that banks must do, in 
order to comply with the requirements of 





HE country banker should 

awake to a new source of 
danger that is threatening his in- 
stitution. Whether the creators 
of the recent Rural Credits Act 
were not, they 
started something that is going to 
compete directly with present 
methods of country banking. 
What is the Country Bank going 
to do about it? Some direct 
protection 


intentional or 


means of are sug- 


gested in this article. 











safe banking. But they are entirely able 
to take their paper to Federal reserve 
banks and get it discounted, subject only 
to very broad limitations. 

They may also get accommodations 
from intermediate credit banks which are 
capitalized by the Government. The fact 
that in so doing they are obliged to relend 
the funds at a specified rate of interest not 
more than 114% above the rate charged 
by the intermediate credit bank gives them 
another advantage in competition with the 
country bank which- the latter cannot 
struggle against, except by meeting the 
rates. The agricultural credit corpora- 
tions can undoubtedly be operated at im- 
mensely lower unit cost than banks of the 
same capitalization. Being relieved as 
they will be of the necessity of providing 
for safekeeping of funds in costly ways, 
since they are able to keep their entire 
funds on deposit with banks and being re- 
lieved also of the multitudinous require- 
ments as to bookkeeping and accounting 
as well as with regard to reserves which 
have been established under our laws, the 
agricultural credit corporations can cut 
rates and do a good many other things 
which country banks would not think of 
It may be answered that agricultural 
credit corporations cannot start with a 
capital of less than $250,000 of which 50 
per cent has to be paid in cash; but it 
should also be remembered that there is 
nothing whatsoever in the law to pre- 
vent such corporations from establishing 
branches wherever they please. 


How Can Country Bank Protect 
Itself ? 


How can the country bank protect it- 
self in these circumstances? One way 0! 
course would be to go to Congress and 
obtain a modification of the law, in such 
a way as to bring the new corporations 
somewhere within the limits of safety and 
by subjecting them to the requirements 
of banking caution put them into position 
where they would be obliged to incur some 
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of the same expenses that have to 
. met by the small country banks. 
Another way of handling the sit- 
uation is to insist that such concerns 
hall be cut off from connection with the 
Federal reserve banks and be forced to de- 
nd upon their own resources. Both of 
hese methods would take time, and would 
olve more or less political and other 
‘otiation. A still further plan is that 
establishing the agricultural credit cor- 
rations with the stock owned by d:rec- 
s in existing banks, so that these banks 
illy create a central agency through 
hich they themselves will work, and 
hich they will use to ward off compe- 
tition with other banks which might try 
get into their territory. Some of the 
overnment authorities at Washington are 
id to be opposed to the establishment 
such auxiliary lending corporations de- 
ened to carry out the ideas of the small 
inks and to enable them to get some of 
advantage that is designed for the 
rospective stockholders in agricultural 
edit corporations. If that is their po- 
ition, they will soon have to modify it, 
ecause they can hardly be expected sim- 
ply to commit economic suicide by merely 
sitting tight,” and allowing outside cor- 
porations to take the business away from 
them. It would seem probable that such 
corporations will eventually- be formed, 
but of course they, even under the best 
conditions, represent a costly extension 
of functions which small banks do not 
care to incur. 


“Seseeenanaeeonrens: 


Country Bank Faces Difficulties 


Undoubtedly, the country bank faces 
difficulties under the new legislation. Ap- 
parently, an attempt is to be made to drive 

into the reserve system, since the law 
makes provision for a “commission” or 
committee of inquiry to investigate why 
country banks do not join. At the same 
time, however, membership is made less 
attractive than ever before by reason of 
the fact that the country bank can now 
get its rediscount facilities from the Re- 
erve System whenever it wants them, 
through intermediate credit banks which 

is in no sense obliged to “join.” The 
act that the new concerns cannot direct- 
ly rediscount paper which they have dis- 

minted for a non-member bank affects 
the situation but little. “Joining” is always 
expensive, and now that country banks 
have been released from it insofar as re- 
discount advantages are concerned, they 
ire not likely to incur such outlays. The 
igricultural lending corporations do not 
have to join anything and they may be 
expected to keep the ordinary country 
ranks still further from joining because 
such country banks will need all of their 
power and resources in order to compete 
successfully with the new type of concern. 
Of course this is a situation which tends 
to offer difficulties of many new kinds to 
country bankers and should be given the 
itmost careful attention especially in view 
ol the fact that in a great many states 
ystems of branch banking are being de- 
veloped either through the tacit permis- 
ion of commissioners of banking or else 
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as a result of direct legislation designed 
to allow state institutions to go into the 
banking business. 

The question whether this peculiar sit- 
uation has come about by accident or was 
intentional with some of those who framed 
the agricultural credits act is very inter- 
esting. Some factors in the case seem to 
suggest quite strongly that the terms of 
the law were intended as a means of get- 
ting around the current prejudice against 
branch banking and of subjecting the 
average country bank to stiff competition 
as time went on. 

It is a fact that most farm-bloc legis- 
lators have professed to be strongly 
friendly to the country banker, but inci- 
dents that have occasionally occurred have 
suggested that this friendship was more 
nominal than real. In the present in- 
stance, there was apparently little prospect 
of passing the proposed law in its present 
form, until within forty-eight hours of the 
close of Congress. At that time, the act, 


as now drafted, was hastily thrown 

together, and its provisions were 

given a general approval by those 

who had been urging the adoption 
of something designed to please the 
farmer, and if possible to keep him quiet. 
Included among these advocates were some 
who had always been great friends of 
branch banking, and it is not impossible 
that they thought the occasion was a good 
one to bring about legislation whose pur- 
pose it was to furnish competition in this 
particular form, without the necessity of 
saying very much on the subject cither in 
Congress or anywhere else. 

Thus far, it is true, there have been 
comparatively few applications for the or- 
ganization of agricultural lending corpo- 
rations and it may take some time to get 
them started. It is not probable that a 
great many will be brought into existence 
before next winter. Meantime the coun- 
try bankers of the nation will have oppor- 
tunity to deliberate very carefully on the 
significance of the Agricultural Credits 
Act and make up their minds whether 
they are willing to accept the necessary 
implications of it or not. 





Large Banking Problems to the Front 


Reorganization of Reserve Board Completed—Cali- 
fornia Question Urgent—The Discount Question 
Washington, May 16. 


ITH the appointment of the new 
members of the Federal Reserve 


Board that body has at length 
reached a position in which it is able to de- 
vote attention definitely to the problem of 
a policy for the banking system for use 
during the coming season. The Board has 
been prevented from reaching final con- 
clusions on that subject, partly by the lack 
of a quorum from time to time, but partly 
also because it was not wise to take any 
action that might be upset as a result of a 
new or different point of view among 
members who had not yet taken office. 
With the membership, as at present consti- 
tuted, assured until at least the meeting of 
Congress next winter, policies can be 
safely mapped out for eight months or 
more in advance. 

In addition to the ever-present discount 
problem which has been so long pending, 
the Board has before it the urgent issues 
raised in connection with the California 
banking situation. These are principally 
of two classes—those relating to the status 
of savings deposits and those which have 
to do with branch banking. The Califor- 
nia banks have become urgent to obtain a 
complete settlement in regard to these mat- 
ters. Both are regarded as vitally impor- 
tant in their bearing upon the California 
banking position, but they are also deemed 
of first-rate significance in their relation- 
ship to banking conditions in other parts 
of the country where they are directly like- 
ly to have a bearing upon conditions of a 
similar sort. It appears that for the year 
1922 the net movement of state institutions 
into the Federal reserve system was only 
about 65, the smallest number for a long 
time, and especially unsatisfactory when it 


is borne in mind that the capital and sur 
plus of most of the banks thus joining 
was small. The system is in no position 
to offend or drive away members if it de- 
sires to enlarge its list of banks, as a good 
many officers of Federal reserve institu- 
tions have urged. An early decision of a 
positive nature in connection with the ques- 
tion of a reserve bank branch in Cuba is 
now expected, the expectation being that-a 
joint branch conducted in some way by co- 
operative effort on the part of the Atlanta 
and Boston branch will be established 

An interesting subject now before the 
Reserve Board has to do with the method 
of fixing rates. In years past, the Board 
has never made public any definite state- 
ment on this subject, apparently prefering 
to keep its own counsel in order that it 
might be at liberty to vary the practice as 
it saw fit in later years. Of recent months 
bankers have been very urgent in their 
effort to get from the Board some kind of 
definite statement as to the methods em- 
ployed in fixing rates, but has never had 
any positive answer on the subject. Ac- 
cording to report current here, the advice 
of some financiers and of various econo- 
mists has been decidedly opposed to the 
giving out of any official or authentic 
statement with regard to the method of 
establishing discount rates, the belief be- 
ing that it would give rise to friction and 
dificulty either now or in the future. 
Nevertheless, there are various bankers 
who are urgent to have such a statement 
issued, asserting that they need it in order 
to shape their own policy intelligently and 
in order to form a responsible opinion as 
to the times and conditions under which 
they may expect altcrations of rates on the 
part of the Board. 
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Will Rediscounting Be Popularized ? 


Has Our System Proved Itself—Retention of 
Older Methods in Attitude of the Country Bank 


HE slowness of banks throughout 

the country in rediscounting with 
: Federal Reserve banks at the present 
time has been the subject of comment both 
here and abroad among those who fail to 
recognize that our central banking system 
is still in an undeveloped condition. As 
a matter of fact, it is true that the bulk 
of the banks of New York city and in- 
deed of a good many other cities are still 
“out of” the Federal Reserve banks, or in 
other words are not rediscounting largely. 
It is also true that, even when we were 
at the “peak” of our war demands, we 
never found more than about 50% of the 
banks that were members of the Federal 
Reserve System rediscounting with it. 
This experience raises the question 
whether rediscounting is ever likely to be 
popularized here, or at all events whether 
it will be popularized in any near future 
under the type of central banking system 
which we have built up here. 


Reasons for Kediscounting 


There are reasons for rediscounting in 
foreign countries which do not exist in 
the United States; and these same reasons 
would exist, to a degree at least, even if 
the foreign countries were organized on a 
basis of independent banking instead of 
being as highly centralized as they are. 
Among these reasons is the fact that the 
paper predominantly used abroad is well 
adapted for rediscount operations while 
ours is not. 

Single name paper is not current in for- 
eign countries as it is here. During the 
fifty years before 1913, we had gradually 
worked out in the United States a system 
whereby country banks were practically 
organized or operated as correspondents 
of large city institutions which knew their 
needs and stood ready to take care of them 
as economically as possible on a straight 
loan basis. There were many who sup- 
posed that this system would disappear as 
the reserve system developed, and that re- 
discounting would take its place, but that 
has not happened. On the contrary, in 
some parts of the country, the relation- 
ships between the banks and their corre- 
spondents in the cities have grown closer 
than ever. 

In the same way, it had been supposed 
that the practice of investing country 
bank funds in the stock market would 
largely disappear as central banking took 
a more definite place, and as the use of 
acceptances as an investment became wide- 
spread. This has not occurred, and with- 
in the past year it has seemed as if the 
country banker would incline more than 
ever to go into the stock market, putting 
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his funds through the city correspondent 
who gives a participation in market loans 
turning over the proceeds, with or without 
a charge, to the country banker himself. 

On a rising money market, this use of 
funds appeals strongly to the banker, and 
it is difficult to convince him of the wis- 
dom of purchasing low yield acceptances, 
even though he might find it wiser to keep 
a part of his funds at least in that form. 
So the movement back toward the stock 
market has become well confirmed, and 
such a movement inevitably tends to 
strengthen the system of correspondent 
bank relations, developing it largely along 
the old lines which have existed in the past. 

In some ways, this may tend to make 
the dependence of city banks upon reserve 
banks closer than it would otherwise be, 
because city banks which have a large 
string of correspondents must often have 
some recognized method of providing 
themselves with funds in case of 
emergency for the needs of these corre- 
spondents. At present, however, the re- 
liance of city banks the country over, upon 
reserve banks has been kept down to small 
limits, due to the fact that the city insti- 
tutions will in present circumstances 
usually find it possible to meet all ordinary 
drafts without rediscounting. 

It is not to be expected, however, that 
this condition can last very long, and as 
a result there will either have to be a 
much larger development of rediscounting 
on the part of country banks direct with 
their reserve banks, or else the latter will 
have to begin drawing on their reserve 
banks and passing funds out to their coun- 
try banks. The question which of the two 
policies will most largely be availed of de- 
pends largely on rates, and somewhat on 
the character of the paper available for 
transfer either through rediscounting or 
by some other means. 


Reversing City Bank Relations 


Looking into this situation, a former 
member of the Federal Reserve Board has 
lately proposed that, in future, reserve 
banks be encouraged to rediscount chiefly 
or only for country institutions, city banks 
getting their needed funds from the open 
market through acceptance dealings. This 
would be doubtless a feasible line of 
development, but the interesting thing is 
that it will run counter to the apparent 
tendency that has shown itself as our 
banking structure has grown during the 
past few years. 

That tendency seems to be in the direc- 
tion of less rediscounting on the part of 
some at least of the country banks and of 
more dependence upon city correspondents. 


The mere fact that at the present moment, 
as already mentioned, city banks are not 
depending much upon the reserve banks is 
only a temporary condition. The drift is 
along the line already pointed out. In 
order to carry out the change of plan thus 
suggested on good financial authority, it 
would be necessary to induce country 
banks to reverse or largely to alter policies 
which they are already apparently at- 
tached to. 


Future of Rediscounting 


The future of rediscounting is thus a 
matter of very great importance, from the 
standpoint of the banking development of 
the United States. Although reserve 
banks have done all that they can to en- 
courage country institutions in the ex- 
tensive employment of this method, and 
have gone as far as any one could reason- 
ably ask in eliminating “red tape,” the ex- 
perience of the past eight years seems to 
show that certain difficulties are very hard 
to overcome. 

One already referred to is the absence 
of two-name commercial paper. This 
grows out of the fact that the “cash dis- 
count” policy with long terms of sale to 
“slow-pay” buyers has gained so strong 
a hold that it is very hard to effect a 
change in customs in this regard. An- 
other difficulty is found in the absence of 
customers’ statements in the case of a 
great variety of classes of borrowers at 
the smaller banks. Much of the paper 
which they hold is not really rediscount- 
able at all, if strict standards of eligibility 
were applied to it. 

Still another difficulty in our practice 
is found in the prevalence of renewals 
which really represent long term loans 
made for capital purposes. All these 
things and many others combine with the 
fact that our highly individualized system 
of banking tends to restrict the growth of 
a real discount system on European lines 
to make the introduction of the idea slow. 

The Federal Reserve System had as one 
of its basic thoughts the idea of developing 
an extensive rediscount market in the 
United States. It has not succeeded in 
carrying out this idea, but the progress 
ever since its establishment has been in 
the opposite direction. Bankers are now 
using the system largely as a source of 
direct borrowing and they are also show- 
ing their preference for their own original 
plan of relations with city correspondents. 
All this means that a great deal must be 
done in the way of changing current 
custom before the European central bank- 
ing methods can be fully applied in ‘this 
country. 
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The Banking Situation 


Credit Demand for Reserve Funds at Standstill—Member 
Banks Moving Moderately Upward—Gold Export Prospects 
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Position of Member Banks 


* Millions of Dollars 


From four to six weeks ago, it was the 
pinion of the Federal Reserve authorities 
that further expansions of credit would 
probably take the form of enlarged or 
roadened applications for loans at re- 
serve banks. This has proved to be only 
partially true. There were still, at that 
time, a substantial number of city insti- 
tutions whose rediscount lines were not 
ull; and which, therefore, were only tem- 
porarily or sporadically in the market for 
reserve-bank accommodation. Since then, 
there has been some “evening up” or re- 
distribution of loans between the banks, 
their disposition being to depend one upon 
nother, as far as possible, rather than 
upon reserve institutions themselves. 
This, and the tendency, already noted on ONS FMAMIJASONDIFMAMDIASOND oT AMJJASONDJFMAMIJASON 
rmer occasions, to “dump” investments . 4922 a 4923 4 c 1922 4 192 
verboard, have combined to curtail the 
volume of rediscount accommodation 
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Industrial Inquiries 


SUPERIOR OIL 
Not Worth Holding 


Some time ago I foolishly purchased 100 
shares of Superior Oil stock at $7 a share. 
I thought it might be a good gamble at this 
price as in 1919 and 1920 it sold over $20. 
Do you consider the stock worth holding for 
a better price or would you dispose of it 
and take a loss?—S. K. T., Columbus, Ohio. 

Superior Oil was able to show fair 
profits in the oil boom of 1919-1920, but 
since that time has not been able to make 
any money. In 1921, there was a deficit 
of a million and a half, and, in 1922, the 
company reported a deficit of $754,352. 
The company’s acreage is principally in 
Kentucky, where it has a large number 
of wells, but they are all very small pro- 
ducers, and with oil at its present price 
level, the expense of maintaining this pro- 
duction does not leave any room for prof- 
its. Capitalization consists of 982,208 
shares of commoz stock of no par value. 
There is no funded debt. Financial con- 
dition is not strong, working capital be- 
ing about a quarter of a million. Minority 
stockholders have instituted suit against 
the Atlantic Refining Company alleging 
that the contract for the sale of all the 
output of Superior Oil to Atlantic Refin- 
ing for ten years unduly favored the 
buyer. However, we do not consider it 
likely that this suit will ever bring any- 
thing substantial to stockheld- 


now 1,398,314 shares of no par value 
common stock outstanding. The __re- 
markable increase in oil production in 
California has had an important effect in 
the Eastern markct, resulting in price cut- 
ting. Oil experts are of the opinion that 
California production will be long-lived 
and that a large production from this 
source may be maintained for some years. 
This development makes the outlook for 
oil prices decidedly uncertain and may re- 
sult in considerably lower earnings for 
such companies as Cosden. Under these 
circumstances, we do not favor holding 
oil stocks for investment at the present 
time cven in the stronger companies and 
believe you would do well to close out 
your commitment. 


STEWART WARNER 
Can Earnings Be Maintained? 


Stewart Warner earnings for the first quar- 
ter of 1923, showing $4 a share on the stock, 
look pretty good if these earnings can be 
maintained, This is a point on which I 
would like a little advice, I have held the 
stock for some time and while it still shows 
a good profit I naturally do not feel like sell- 
ing out in view of the big break in the stock 
in the past few weeks. However, if you feel 
that still lower prices are likely to be seen 
I am perfectly willing to forget the larger 
profits I had and take what is left-—M. D. 
L., New York City. 
Warner 


Stewart Speedometer is the 


most important factor in the automobile 
accessory industry. It manufactures 
speedometers, vacuum gasoline feed sys 
tems, motor horns, searchlights, bumpers 
and many other automobile accessories 
The company is in strong financial condi- 
tion, working capital as of December 31st, 
1922, totalling 7.3 millions. Capitalization 
consists of 474,800 shares of commo 
stock of no par value. There is no funded 
debt and the company is free of bank 
loans. In 1922, $11.24 a share was earned 
on the common stock which compares 
with $2.08 in 1921 and $5.00 in 1920. The 
remarkable prosperity of the automobile 
industry in the past year is, of course, 
responsible for this big increase in earn- 
ing power. It is decidedly questionable, 
however, whether the automobile industry 
can keep up so fast a pace and any let-up 
in this industry would immediately affect 
Stewart Warner as the larger percentage 
of its business comes from the sale of 
its products to manufacturers. The re- 
placement business on such articles as 
speedometers, vacuum tanks, horns, etc., 
is not very large. In view of the past 
record of the company the advance in 
the stock to over 120 was hardly justified 
With immediate business ‘outlook some- 
what uncertain and stock-market condi- 
tions unfavorable we would advise taking 
profits at present prices. Excluding pat- 

ents, good-will, etc., the stock 





ers. Our advice is to sell out 
and take your loss. 


COSDEN & COMPANY 
Outloxk Uncertain 


In view of the price cutting 
in crude oil and gasoline I have 
become a little uncertain as to 
the advisability of holding 50 
shares of Cosden & Company stock 
which I purchased some time ago 
for investment. I can sell out 
at present prices of 48 with a 
small profit. I am more interested 
in the return on my investment 
than I am in price fluctuations of 
the stock. Under these circum- 
stances what would your advice 
be?’—A, T. G., Syracuse, N. Y. 


Cosden & Company is a wel- 
rounded organization and in 
excellent financial condition. 
At present levels of 48, how- 
ever, the stock is selling at a 
relatively high level compared 
with previous years, having 
sold as low as 31% in 1922, 
2% in 1921 and 24% in 1920. 
Moreover, the capital stock was 
increased in 1922 and there is 





siderable money. 


condition. 
that they will be available at any time. 
gest banking the money or purchasing United States 
Treasury certificates or high grade short-term paper. to 
While il could safely sevens the money to give a more ON Re enfarereee eek & & 
liberal return the loss in interest is really unimportant 
compared with the benefits to be derived by being in a 
position to purchase securities when bargain day comes 
around. Unfortunately when stocks are really selling 
far below their intrinsic values the average investor is 
already tied up in securities bought at higher levels and 
he has to pass by the bargains. 
we would like our subscribers to avoid; we want them 
to have the cash to buy with when buying time comes. 


KEEPING FUNDS LIQUID 


In Declining Markets It Is Best to Keep Funds 


in a Liquid Condition 


Your timely warning in THE MAGAZINE OF WALL STREET to 
turn 75% of speculative holdings into cash has saved me con- 
What I would like to know now is the best 
way to invest these surplus funds. Any suggestions you can 
give me will be appreciated.—J. M. L., Scranton, Pa. 

In declining markets it is good policy to keep at least 
that portion of your funds which you intend to place 
in stocks when conditions are right, in a strictly liquid 
That is to say, have these funds placed so 
We would sug- 


This condition is what 


has a book value of $26.92 a 
share. 


AMERICAN WOOLEN 
Big Asset Value 


Having been impressed with the 
news that the American Woolen 
was operating at capacity, I made 
an investment in the common 
stock at 103. After I purchased 
the stock advanced but when th: 
company announced an issue of 
ten million preferred stock it 
started on its way down and no 
shows me a big loss. In your opin- 
ion, is there anything fundamen- 
tally wrong with the company 07 
has the decline simply been due 

market conditions combined 


new financing?—S. T. D., Ler- 
ington, Ky. 

As far as we are able to in- 
vestigate there is nothing fun- 
damentally wrong with Ameri- 
can Woolen Company. While 
the issue of $10,000,000 addi- 
tional preferred stock may 
have been regarded as an un- 
favorable devolopment there is 
apparently no justification for 
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this, as this financing simply re- 
flects the big business the com- 
pany is doing at the present time. 
About five million of these funds 
were used for the purchase of addi- 
tional woolen mills and the balance for 
additional working capital. Including this 
w issue, American Woolen has a total 
ipitalization of ninety millions of which 
ity millions are in 7% preferred and forty 
illions in common. Its working capital 
lone, at the present time, is estimated at 
se to eighty millions and a very con- 
ervative valuation of its plants and equip- 
ent is fifty millions. It can readily be 
n, therefore, that there is big asset 
ilue behind the common stock. At the 
esent time, the company is operating at 
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capacity and, while no official figures of 
earnings have been given out this year un- 
der such favorable opefating conditions, 
American Woolen should be making very 
substantial profits. Even should business 
of the company take a moderate slump in 
the latter part of the year, it should have 
no difficulty in earning considerably more 
than its present dividend requirements on 
the common stock in 1923. Of course, it 
is possible that unfavorable market con- 
ditions may cause still lower prices, but, 
if you are willing to hold the stock as a 
(Please turn to page 160) 
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Inquiries on Public Utilities 


BROOKLYN RAPID TRANSIT 
New Securities Attractive 


Now that the Brooklyn Rapid Transit reor- 

nization plan is going through, do you con- 
sider the new securities of the Rapid Transit 
Security Company to offer good possibilitics as 
a long pull speculation? My idea would be to 
purchase for two or three year pull and I 
would be willing to forego dividends for that 
time and get my return on my capital through 
appreciation in the value of the stock.—R. G., 
Stapleton, N. Y. ; 


Rapid Transit continues to 
earnings. Earnings for 


Brooklyn 
show excellent 


March indicate that the company has suf- 
ficient earning capacity to meet all fixed 
charges under the reorganization plan, in- 


cluding 6% on the new preferred stock 
ind leave a substantial surplus available 
for the common. Applying the new fixed 
charges to earnings for the nine months 
ended March 3lst, 1923, including sinking- 
fund requirements on the bonds, there 
would be a balance after allowing for pre- 
ferred dividend of approximately one mil- 
lion dollars. Under the reorganization 
plan Brooklyn Rapid Transit will have 
five million dollars surplus funds to be 
pplied to betterments and new equip- 
ments, and is apparently in a position to 
pay dividends on the preferred stock if 
the management so desires. Whether this 
will be done soon or not we cannot say, 
ut on the earning power shown, we con- 
sider both common and preferred stock to 
ave attractive long-pull possibilities. The 

w 6% Bonds, selling around 73 and giv- 
ng a return of about 844% on the invest- 
ment, appear to offer a very attractive 
ivestment opportunity. 


PACIFIC GAS & ELECTRIC 
Dividend Appears Secure 


Recently I was advised to purchase Pacific 
Gas & Electric common stock for investment. 
Wy money is nearly all invested in real estate 
nortgages and bonds and this is practically 

/ only stock investment. I would appreciate 
jour opinion as to the advisability of carrying 
iis and whether you think the 6% dividend is 
reasonably secure.—O. H. P., Erie, Pa. 


Pacific Gas & Electric for the year 
ided December 31st, 1922, earned 114% 
n the common stock after allowing for 
ferred dividends which compares with 
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8%% in 1921. This company’s business 
has shown a steady expansion and as it 
is located in a rapidly growing territory 
there is every reason to believe it will do 
well in the future. Lower electric rate 
schedules were put into effect in February 
of this year, bringing rates substantially 
below pre-war levels. Rates now being 
charged by this company are among the 
lowest in the country. Low rates, while 
bound to have their effect on gross 
revenues are expected to be offset by eco- 
nomical operations made possible by the 
company’s hydro-electric development and 
the larger volume of business. Sales of 
electric energy for the first few months 
of 1923 were 11.15% above the corre- 
sponding months of 1922. The California 
R. R. Commission establishes the rates 
for the company on the basis of an 8% 
return on the fixed valuation of its electric 
properties. On this basis the company 
should be able to show earnings well in 
excess of the 6% dividend on the common 
stock. In our opinion the 6% dividend is 
reasonably secure and we consider the 
stock to be a good business man’s invest- 
ment. 


MANHATTAN RAILWAY 
Modified Guarantee Stock 


Is it advisable to hold Pacific Oil or would 
you advise a switch into something else?— 
H. H., Augusta, Ga, 


The big increase in the production of 
California Oil has depressed the price and 
this has been an unfavorable development 
for Pacific Oil. The latter company has 
been obliged to store large quantities of 
its oil which ties up its working capital. 
Under these circumstances the present 


dividend rate of $3 cannot be re- 

garded as at all secure, and we 

believe it advisable to dispose of 

the stock. An excellent switch, 
in our opinion, is Manhattan Rwy. modi- 
fied guaranteed, paying $3 and selling 
around 43. Under the terms of the lease 
as modified, this stock will be entitled to 
a $4 rate in October, 1923, and a $5 rate 
in October, 1924. 


AMERICAN WATER WORKS 
6% Preferred 


Last year you very kindly suggested Market 
Street Railway 6% prior preferred stock as a 
good purchase and I recentiy sold out at a 
substantial profit. Have you any other stock 
in mind of about the same character that 
would make a good purchase at this time?— 
R. J., Oak Park, Ill, 


We are very glad to hear that you made 
a substantial profit on your Market Street 
prior preferred commitment. At this time, 
we would suggest American Water Works 
& Electric 6% participating preferred, 
selling around 59. This company has paid 
a dividend of 1% on the 6% preferred, but 
as earnings are running at the rate of 
about three times the dividend require- 
ments on this issue, it is anticipated that 
the stock will be put on a 6% basis shortly 


INTERNATIONAL TEL. & TEL. 
Long-Pull Speculation 


I have been advised to buy some Interna- 
tional Telephone and Telegraph Company's 
stock, the firm who suggested my buying say- 
ing that it will probably be as good as Ameri- 
can Telephone and Telegraph Company shares 
in time. Please let me know what you think 
of it. Would you recommend such a pur- 
chase?—P. O. U., Lansing, Mich. 


Under present conditions International 
Telephone and Telegraph stock must be 
considered speculative. The company’s 
main business consists of operations of 
the telephone business in Cuba and Porto 
Rico, as well as in connection with Ameri- 
can Telephone & Telegraph Company, the 
submarine cables giving telegraph and 
telephone service between Key West and 
Havana. There is outstanding $16,845,000 
stock, on which dividends at the rate of 
$6 per annum are being paid. The com- 
pany’s record for the past seven years 
shows that it has earned an average of 
slightly over present dividend rate on the 
stock outstanding last year. The Cuban 
plant has been practically reconstructed 
and is now one of the most modern in 
the world, thereby permitting a greater 
margin of profit on operations than here- 
tofore. At the same time, earnings are 
being received from the Marine Cable 
connection which prior to the current year 
had not been showing a profit. The com- 
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SPECIAL REPORT DEPARTMENT 


requests for special reports on lists of securities and for 
individual stocks and bonds 

organized a Special Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will be submitted. 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities definite rec 
This new service does not in any way interfere with 
the present free service supplied by the Inquiry Department to subscribers which 
entitles them to a brief report on any three securities. 
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pany also has very ambitious plans 
in connection with the expansion 
of telephone facilties in South 
America and certain European 
countries. This end of the proposition is 
entirely speculative, but in view of the 
earnings of the Cuban and Porto Rican 
companies in the past and the outlook for 
more profitable operations due to the 
growth of the business, it is our opinion 
that the stock at around present price of 
66 is attractive as a long-pull speculation. 


METROPOLITAN EDISON 
7% Preferred 


Do you consider Metropolitan Edison 7% 
preferred stock a good investment opportun- 
ity?—J. F. G., Chicago, JU. 


Metropolitan Edison Company’s capi- 
talization consists of 50,457 shares of pre- 
ferred stock of no par value and 86,770 


shares of common stock of no par value. 
Preferred stock is entitled to $7 cumula- 
tive dividends pér share per annum and 
after common stock in any one year re- 
ceives $4 per share, shares equally with 
the common in additional dividends. For 
the 12 months ended December 31, 1922, 
net income was $924,344 which compares 
with $901,815 in 1921. The company owns 
and operates electric light and power 
properties in Eastern Pennsylvania, serv- 
ing cities of Reading and Lebanon and 64 
other communities. The company has a 
funded debt of 9% million. The company 
should continue to show a_ substantial 
earning power and we consider the pre- 
ferred stock an attractive business man’s 
investment at present price of 90. 





New Security Offerings 


PENN PUBLIC SERVICE 6%s 
Yield 6.8% 


Will be glad to have your opinion as to the 
desirability of making an investment in Penn 
Public Service Corporation 6%% Debentures 
due 1938.—C. M., Los Angeles, Cal. 


Penn Public Service Corporation 612% 
Debentures, due 1938, are a direct obliga- 
tion of the company and it is agreed that 
the company will not create any addi- 


tional mortgage unless these debentures 
shall be equally secured and that no fur- 
ther issue of debentures will be created 
other than the present issue, of which 
6 million are authorized and 4 million out- 
standing, unless these debentures are then 
secured by mortgage on all the property 
and franchises of the company, which 
mortgage shall be junior only to the com- 
pany’s present. First and Refunding Mort- 
gage and underlying mortgages. For the 
year ended March 31, 1923, earnings were 
about 1% times fixed charges, including 
interest on these debentures. Debentures 
are convertible into 7% preferred stock 
at par from March 1. 1924, to March 1, 
1937. At the recently offered price of 97, 
to yield 6.8%, these debentures make a 
good business man’s investment as the 
yield is attractive and the convertible priv- 
ilege may become valuable. If, however, 
you are not in a position to assume a 
slight degree of risk we would suggest 
instead Anaconda Copper Ist 6s, due 1953, 
selling around 97, to yield 6.25%. 


WASHINGTON GAS LIGHT 6s 
Interest Twice Earned 


Can you let me have some information in 
regard to Washinton Gas Light 6% bonds 
due 1933? Has the company a good record? 
—A. N. L., Pottstown, Pa. 


Washington Gas Light $4,000,000 6% 
bonds, Series A, due 1933, were recently 
offered at 100. For the year ended March 
31, 1923, net earnings were aproximately 
twice interest charges, including this 
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issue. The company has a good record, 
dividends having been paid on its $2,600,- 
000 capital stock for the past 50 years, 
the annual rate for the past five years has 
been 18%, and in no year in the past 40 
years has the annual rate been less than 
10%. Company’s property, as appraised 
by the Public Utilities Commission of the 
District of Columbia, together with ex- 
penditures made since for additions and 
extensions, is substantially in excess of 
the total amount of bonds ($9,199,612) 
outstanding, including this issue. 


MUNSINGWEAR, INC. 
Stock Offering 


I have been advised to purchase the stock 
of Munsingwear, Inc. I understand that this is 
more in the nature of a speculation than an 
investment, but I am willing to take the risk 
if you consider that there is a fairly good 
chance of the venture working out satisfac- 
torily.—H. K., Minneapolis, Minn. 


Munsingwear, Inc., owns the entire capi- 
tal stock of Munsingwear Corporation and 
98% of the stock of the Wayne Knitting 
Mills. The business of the latter two 
companies was established 30 years ago, 
the principal products being “Munsing- 
wear” underwear and “Wayne Knit” ho- 
siery. At the present time “Munsing- 
wear” enjoys the most complete distribu- 
tion of any known line of underwear in 
the world. It is sold direct to 10,000 re- 
tail merchants. Capitalization of Mun- 
singwear, Inc., consists of 200,000 shares 
of stock of no par value. There is no 
funded debt. Net profits of the two con- 
trolled companies, after allowing for man- 
agement salaries on the basis of the or- 
ganization as now arranged and after 
deducting taxes on the basis of the pres- 
ent law, for the past six years averaged 
approximately $4.75 a share on the stock 
of the new company and for the year 1922 
was equal to more than $6 a share. Ad- 
vance spring shipments this year have ex- 
ceeded in volume those of any year in 
the history of the business by 25%. Ad- 


vance orders for fall delivery 
show an increase of 24% over like 
orders received last year. Bal- 
ance sheet as of March 3l, 
1923, shows current assets of 10 million 
as against current liabilities of 4.1 mil- 
lion. The stock, as you state, is a specu- 
lation but, as the company has a well 
established and apparently a growing bus- 
iness, we consider it to have attractive 
long-pull possibilities. However, with gen- 
eral market conditions unsatisfactory it 
is questionable whether the present is a 
good time to make a speculative commit- 
ment such as this. ‘ 


DALLAS GAS 6s 
A Direct First Mortgage 


As I am largely dependent on my income 
from investments I cannot afford to purchase 
anything of a speculative nature, although by 
careful selection I endeavor to get a return 
of a little over 6%. I note a recent offering 
of Dallas Gas 1st mortgage 6% bonds at 97% 
to yield 6.22%. Is this issue sufficiently se- 
cure for my purpose?—0O. D. K., Lynn, Mass. 


Dallas Gas Co. $1,800,000 Ist Mortgage 
6s, due 1941, are secured by a direct first 
mortgage on all the property rights and 
franchises of the company. The replace- 
ment value of the physical property as 
determined by independent engineers is 
substantially in excess of the first mort- 
gage bonds. The company does the entire 
gas business in Dallas, Texas, and en- 
virons, serving a population of about 210,- 
000. The company’s franchise is the “Ser- 
vice at cost” type. Under the franchise 
the company appropriates to itself, as a 
first charge, net earnings to the extent of 
8% of the property value and also ac- 
cumulates proper accident and mainte- 
nance and depreciation reserves. For the 
calendar year 1922, net earnings were over 
three times the bond interest. This is ap- 
parently a well-secured issue and _ will 
make a good investment for a portion of 
your funds. 


GENERAL MOTORS 
7% and 6% Debenture Stock 


I recently noticed an advertisement recom- 
mending General Motors 6% and 7% Deben- 
ture stock. Is this the same stock that is 
traded in on the New York Stock Exchange? 
Do you consider it a good investment?—V. N 
B., Rutherford, N. J. 


General Motors has outstanding 6% 
and 7% Debenture stock and 6% pre- 
ferred stock all listed on the New York 
Stock Exchange. All three issues rank 
equally as to assets and dividends at the 
annual rates specified. Net current assets 
of General Motors, as of December 3], 
1922, were equal to $125 a share on the 
three issues which total 109 million. Net 
tangible assets (exclusive of good-will, 
etc.) were equal to $350 a share. Earn- 
ings for the first quarter of 1923 were 
11.4 times dividends requirements on the 
preferred and debenture stock and in 1922 
8 times dividend requirements. The com- 
pany has no funded debt and no bank 
loans. The debenture stocks are in a 
strong position and make a good buviness 
man’s investment. 
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Visible Signs of Reaction 


Upward Move in Business Halted—High Prices a Deterrent 





STEEL 








New Orders Decline 


TIYNHE most important development in 
T the steel industry is the barely con- 
cealed intention of consumers to 
limit new orders until the price situation 
more favorable. The Steel Corpora- 
tion, in its May 1 report, indicated a de- 
line in unfilled orders of some 150,000 
ns. This, however, was due in equal 
ieasure to the high rate of shipments as 
to the decline in new orders. The leading 
nterest, however, with over 7.2 million 
tons on its books, is in a position to carry 
1 operations at the current high rate for 
bout 6 months longer, thus virtually as- 
suring it of a highly prosperous year. The 
independent companies, of course, are not 
n quite so favorable a position but even so 
have sufficient business on their books to 
issure a high rate of production for at 
least several months longer. 








COMMODITIES 


(See Footnote for Grades Used and 
Unit of Measure) 


r 1923 
High Low Last® ~ 
$46.25 $36.00 $46.25 
31.50 24.00 31.00 
0.17% 0.14% 0.16% 
3.00 3.5 
2.0214 
0.2634 
1.25 
0.68 
0.08 
0.08% 
0.10% 
0.27 
0.56 
0.18 
0.0534 
0.07 
0.03% 





Steel (1) 

Pig Iron (2).... 
Copper (3) 
Petroleum (4)... 
Coal (5)........ 
Cotton (6) 
Wheat (7) 





2. $7 


Coffee (11) 
Rubber (12).. 
Wool (18). 
Tobacco (14). ihe 
Sugar (15) 
Sugar (16) 
Paper (17) 


0.07% 
0.09% 
0.03% 





(1) aa + billets, $ per ton; (2) 
ay alley. ton; (3) Electrolytic, 
poe Pe Sis . vr bar- 
rely (5) Pool No. 11, ore oe () Spot, 
New Go c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 7 Yellow, 
bushel; (9) Light, Chicago, 
10) Top, ~~ 4 Chicago, 
: ia 1) Rio, No. 7, Spot, c. i 
12) First Latex crepe, c. per I 
(18) hio, Delaine, unwashed, c. per Ib. 
(14) Medium Burleigh, Kentucky 
ib; (15) Raw Cubss 96° Full Duty, c. 
per Ib.; (16): Refined, c. per Ib.; (it) 
Newsprint per carload roll, c. per Ib. 
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able weather. 


the infancy of the movement. 


foundation several months ago. 





AVING been in a state of balance for several weeks, the business move- 
ment has finally slackened with many signs of reaction at 

the many instances of reaction can be cited the rather uniformly downward 
trend of prices in the primary markets, the suspension of building activities 
in many directions, the falling off of new steel orders, the hesitation ‘mani- 
fested in many wholesale markets, and the manifest backwardness of retail 
trade in many sections owing to the, until very recently, unusually unfavor- 


How far this reaction may be carried is impossible to forecast owing to 
However, it is definitely apparent that the 
business mood is not toward pursuing prices upward and that any sharp 
advance in prices is automatically followed by a withdrawal in some part at 
least, of buyers from the various markets. 

The immediate future should witness continuation of the current move- 
ment which, in itself, is not an unhealthy development in view of the dangers 
which, on account of inflationary tendencies, threatened the ‘entire business 


Among 








The new development in the building 
situation is bound to have considerable 
effect, but in view of the fact that the 
structural steel output is only 14% of total 
capacity, the total effect should not be 
predominately great. Still, it is a factor 
which, from a long-range viewpoint, indi- 
cates what the steel industry must expect 
to face, if prices and costs of carrying on 
business are driven up much further. 





AUTOMOBILES 











Tremendous Volume of Production 


Undoubtedly, the automobile manu- 
facturing industry and its allied branches 
is enjoying the most prosperous year in 
its history. Not only are the four or five 
largest manufacturers in receipt of a very 
large volume of orders but the smaller 
producers are reaping a harvest from 
the overflow of business. April saw the 
largest volume of production for the year 
and May will be a close second. April, 
however, should have measured the peak 
and from this time on production should 
gradually decline. No drastic depression 
is in sight, however, and even the smaller 
volume of orders for the balance of the 
year should provide sufficient business to 
provide fairly satisfactory profits. Still 
the first five months of the year will un- 
doubtedly provide the larger share of the 
year’s profits. 


An adverse factor is the rising cost of 


materials and ‘labor which, without being 
able to adequately offset through advances 
in car prices, is resulting in a rather lower 
margin of profit than one would imagine 
from the tremendous volume of business 
being done. Fortunately, the rise in com- 
modities seems to have come to a halt and 
this removes a source of great anxiety 
in this industry. 

The tire manufacturers have been re- 
stored to a condition of more or less com- 
plete financial solvency thus representing 
a tremendous improvement over the situa- 
tion several years ago. The profit-making 
basis is fairly satisfactory and several of 

(Please turn to page 189) 








THE TREND 


STEEL—Steel unfilled orders decline. 
rices hesitate. Production con- 
tinued at high rate. 


AUTOMOBILES—Downward trend in 
production at hand. Accessories 
report good earnings. Tire com- 
panies in improved position. 


TEXTILES — Cotton in 
trend. Silk declines. 
best position. 


OIL—Price declines continue. Cali- 
fornia production excessive for 
present needs. 


METALS—Prices ponstionaey. 
continues on good basis. 


BUILDING—Many protects abandoned. 
High cost of labor a determining 
factor. 


SUMMARY: General business condi- 
tions slightly less active with a tempo- 
rarily downward trend established. 
Commodity prices weaken and the out- 
look favors a reactionary tone during 
the next few weeks. 


reactionary 
Wool in 


Demand 


























HOW THEY SWINDLED WALL STREET 
(Continued from page 115) 








used and the names of the present officers 
differ from those on the letterheads. How- 
ever, these changes were so recently in 
effect that the bank directories consulted 
generally show the old officers’ names. 


It was necessary to prepare the letters 
so they would appear to be a routine form 
used by banks in placing orders for clients. 
Here the swindlers evidently feared to 
make any alteration in the form they 
selected lest there be some little trifle that 
would rouse suspicion, and every letter 
sent out was identical in wording and typo- 
graphical make-up. The letter as finally 
drafted and used was a masterpiece and 
carried its own answer to every question 
that might arise in the course of carrying 
out the order. The swindlers wanted to 
make sure that no broker would have any 
reason to check up on the order, the 
method of delivery, the form of the certifi- 
cate or anything else. 

In form and wording the letters con- 
trast remarkably with the letters that used 
to be sent out by the chain of bucketshops 
backed by the individual I have already 
spoken of as under indictment, but un- 
whipped of justice. Those letters lured 
many important business men into his net, 
stripping one of them—a retired Phila- 
delphia grocer—of $80,000 in an amazing 
series of supposed market transactions in 
listed securities. It was the letters—their 
typographic form and completeness of de- 
tail that lulled suspicion even when stirred. 


Those “Master Minds” 


There has been a great deal of news- 
paper talk regarding master criminals; we 
know all about Get-Rich-Quick-Walling- 
ford; and we are apt to consider crime 
waves as something that enable the press 
to pound the police while permitting the 


police to plead _ political propaganda. 
Nevertheless, so far as the highway and 
the byway of finance are concerned, there 
is a small band of criminals who might 
well be designated as having master minds. 
They plan, they plunder, and above all 
they “get away with it.” Why? Who 
knows ? 

There is a peculiar sequence about the 
operations of this swindling gang over the 
past few years. Gradually they have 
edged closer:to the very center of Ameri- 
can financial operations. At first their 
wire tapping was carried on all over the 
country in carefully furnished and equipped 
offices which appeared in every way to be 
legitimate brokerage houses—well, broker- 
age houses anyhow. Tickers were click- 
ing, telegraph instruments dot-dashing, 
telephone bells ringing, blackboard boys 
busily marking up quotations, runners 
dashing in and out with stock certificates, 
order clerks feverishly telephoning orders 
or reporting the execution of trades. 
Then there was the nearby office where 
the “fast” ticker which was popularly sup- 
posed to be from three to five minutes 
ahead of the slow tickers in the ordinary 
broker’s office fed out quotations. The 
victim was supposed to believe, and did 
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believe, the fast ticker had been surrep- 
titiously installed and that by making use 
of its advance information it would be 
possible to make a “killing” in the office 
of the broker equipped with the slow 
ticker. Then the “killing” was made with 
the engine in reverse. 

Soon the wire-tapping swindle ceased 
to be worth while. It depended for its 
victims upon monied men of easy con- 
sciences yet with respected positions in 
the business world and with a half knowl- 
edge of trading in securities, and this cross 
section of the American business public 
soon learned that it was not possible, even 
by “legitimate” tapping of the wires, to 
make any profit. 

Following the dying away of the public 
appetite for wire tapping, the members of 
this swindling group scattered—a few of 
the Gondorf crowd were convicted and 
went to boarding institutions conducted 
by the States. Then the country broke out 
all over with cheap stock-selling opera- 
tions. Deprived of the guiding influence 
of the half dozen dominant figures, the 
pettifoggers in crime scattered like leaves 
and each in its own way .sought to gather 
in ‘good dollars by dangling stage money 
in front of a prospect. Only, the effort 
now was directed against the clerk, the 
mechanic and the farmer, for the under- 
lings lack vision, initiative, and nerve. 

A little later the bucket shops—real old- 
fashioned bucket shops—sprang up all 
over the country. They depended for quo- 
tations upon actual transactions and when 
the source of quotations from the New 
York Stock Exchange was practically 
closed against them, they got control of 
the Pittsburgh Consolidated Stock Ex- 
change. Several of the figures familiar 
in the wire-tapping period were found 
pulling the strings when the bucket shop 
ring collapsed after the raiding and clos- 
ing of the Pittsburgh Consolidated. 

Again followed the scattering of the 
supernumeraries and the reappearance of 
the fake stock promoters who sold stocks 
in lots of fifty to several hundred dollars 
to the little people all over the land. 

After two years of seclusion, the “Big 
Boys” reappeared and the country was 
startled by a series of Liberty Bond rob- 
beries, messengers of Stock Exchange 
houses be’ng. held up in the corridors of 
downtown New York City office buildings, 
a half-mile below the dead line, a stone’s 
throw from the New York Stock Ex- 
change. A few of the highway men were 
caught but they were only hirelings. 


Enter: The Bucket Shop a la Mode! 


By this time the new model bucket shop 
appeared, the bucket shop which opened 
marginal accounts with members of the 
New York Stock Exchange, and whenever 
a customer ordered the purchase or sale of 
stock, the bucket shop confirmations 
showed the name of a member of the New 
York Stock Exchange as the broker with 
whom the trade was made. The bucketing 
was accomplished by the bucket shop im- 


mediately plac‘ng another order on the 
other side of the market for his own ac- 
count, usually camouflaged as for some 
customer who did not exist in the flesh. 
The schemes showed in its operation that 
it was planned by someone who knew 
every point in the operations of the se- 
curity markets and every minute detail of 
office management and conduct—in short, 
some one who knew the whole inside of 
brokerage and combined with it a remark- 
able knowledge of the laws enacted to 
prevent illicit brokerage. 

This 1920-21 model of bucket shop 
developed the telephone producer who 
made a specialty of sitting down to the 
telephone at 9 o’clock in the morning, tak- 
ing at random the telephone directory of 
any town out of a radius of several hun- 
dred miles, calling to the telephone one 
after another of the small business men, 
and by the use of high-pressure methods 
inducing them to “buy” New York Stock 
Exchange securities on margin—and to 
send a check by mail to cover the broker’s 
requirements. 

These telephone producers received 10 
per cent of the margin money sent in by 
the suckers and out of the remaining 90 
per cent the bucket shop operator paid his 
heavy office expenses and the telephone 
bills that mounted into thousands of dol- 
lars a week. 

Then followed the exposé of this ring, 
in which the same old faces and names 
were familiar—no not the names, many of 
them were adopted only a year or so be- 
fore. There was the usual disappearance 
of the leaders from their haunts. During 
the lull that followed, the country was 
again treated to the fake stock promotion, 
for the hundreds of former telephone pro- 
ducers, clerks, cashiers, customers’ men, 
and so on who had been connected with 
the bucket shops appeared at the head of 
fake stock-selling organizations which 
went after the little fellows’ nest eggs— 
the only game the hanger-on has the 
nerve to play when thrown on his own re- 
sources, 

There may be nothing new of this to the 
reader except insofar as their sequence 
and the coupling of them together is con- 
cerned. In my exposure of the bucket 
shop ring late in 1921 in THe Macazine 
or WALL Street, I showed most of these 
th‘ngs. 

It is interest'ng to note that many of the 
stolen Liberty Bonds turned up in pos- 
session of bankrupt bucketeers, and that 
some of the alleged thieves were placed 
on trial. But nothing has been accom- 
plished. We all know “Nicky” rode down 
Fifth Avenue in an automobile in order 
that the police might see him, while others 
who were suspected of knowing more or 
less about the operations of the leaders 
laughingly snapped their fingers in the 
faces of their victims and boasted they 
were immune from arrest. Others are 
under indictment but walk the streets of 
the financial district or drive about in 
$5,000 sedans. 

And now the same gang is working 
again—this time using the legitimate 
financial machinery to accomplish their 
ends. Will they get away with it again? 
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The obvious quality of a Chevrolet closed 
car makes instant appeal to the discrim- 
inating observer. 

Closer inspection discloses an interior of 
refinement and comfort. 

The engineering excellence and full 
equipment definitely establish it as a 
quality product. 

Nevertheless, being the world’s largest 
producer of high-grade closed cars we 
are able to quote prices surprisingly low. 


Chevrolet Motor Co., Detroit, Mich. 
Division of General Motors Corporation 


Prices f. 0. b. Flint, Mich. 

With water-jacketed motor With copper-cooled motor 
SUPERIOR Roadster $510 Model M Roadster $580 
SUPERIOR Touring 525 Model M Touring - 595 
SUPERIOR Utility Model M Utility 

Coupe 680 Coupe - ~- 750 
SUPERIOR Sedanette 850 Model M Sedanette 920 
SUPERIOR Sedan - 860 Model M Sedan 930 

Commercial Cars, with water-jacketed motor 

SUPERIOR Commercial Chassis - $425 

SUPERIOR Light Delivery - 510 

Utility Express Truck Chassis 575 
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10 Shares 


and upwards 


can be purchased through 
us for cash or on a con- 
servative marginal basis. 
The many advantages 
Odd Lot trading offers to 
both the large and small 
investor are outlined in 
an interesting booklet. 


Copy furnished on request 


Ask for M.W. 303 


100 Share Lots 
- 


John Muir & (p. 


New York Stock Ezachange 
Members New York Cotton Exchange 
N.Y. Coffee &€ Sugar Exchange 


61 Broadway, New York 




















MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances, 


Many investors maintain a personal 
correspondence with our statis- 
ticians and in that way keep, in 
close contact with changing market 
conditions. 

If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail’ 


to those interested, on request 


GRAHAM, RITCHIE & CO. 


Formerly Graham & Miller 
Members New York Stock Exchange 
66 Broadway New York 
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New York Stock Exchange 


Pre-War 
Period 


1909-13 
RAILS: High Low 
Atchison Y heat ++ 90 
Do. Pid ccccccoaee Had 
Ateatic Coast Line. ...0.. .348 102% 
altimore BO. cccccccce 
Do. Pfd . neon, ty 7 
Canadian Pacific......ss0++ 
Chesapeake & ou. seeecece - 
Ches. & Ohio Pf 
Cc. M 
Do. 


rie 

Do. Ist Pfd.. 

"Do. 2nd Pid 
Great Northern Pfd.. 
Illinois Central 


Do. —yRRptientprsogeeee ow 78 
Me Pacific cocccece ee 
Do. Pfd coccccccceces. 2 
N.Y Central. . "147M 
_ i Chicago & St. Louie... 108 
N.Y., & Hartford. 
N. Y.. ay &w 


Northern Pacific. 
Pennsylvania .. 
Pere Marouette. 
Pitts. & W. Va 
Reading 
Do. Ist Pfd 
“Do. 2nd Pfd 
St. Louis-San hmm soe 
St. Louis Southwes‘-rn.. 
Southern Pacific .........0 "189% 
Southern Ry .........0. oo B84 
Do. Pfd. 


Western Maryland cocceesee Oe 

Western sae os cecceccon os 
Do. Pfd cove 

Wheeling & Lake Erie. *12% 


INDUSTRIALS: 
Adams Express eoccce 
7 o- eeeeececece eeces oe 


Am. Beet Sugar.. =. 
Am. Bosch Mag. . 
RS ae aetdhginiadl ccocce «47% 


Pe - Sagoo 


Do. Pfd.. 
Am. Ice 
Am. International . 


Am Safety "Razor. 
Am. Ship & Com.. 
Am. Smeit. & Ref. 

. =e 


coccceee oel86 
Pf coevcee el 83 
Am. pemetes Ted. cccccccesn ce 
Do. Pfd.. occcece 
Am, Tel. & Tel. ccccccceces > 3153% 
Am. Tobacco ...s+sceee++-®580 
Do. B a a 
Am. Woolen ...... ccccccee 4% 
Do. Pfd eeeeeeeslO7 
Anaconda eecee 
Associated Dry Seeds. ceccce oc 
do ist Pfd 


At. Gulf & W. 1. 
Do. Pfd 

ones ene 
Do. 


Rethle. oo} B. 
Deo 7% Pfd. 
Do. 8% Pid... 
Burns Bros. A..... 
Do. B.. 
. Pac’ 


Post-War 


Period Period 


Last Div'o 


1914-18 1919-1922 ——.1923-——..__ Sale $ per 
High Low High Low High Low Mayl1é Stare 
aay HM mata 

i 90 7 
124 77 " 11054 


40% 
155% 


| wee le 
* “EQPO-1-1t tO: - 


-_ . 
@wWO@~14-1-1- 
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Price Range 


Pre-War 
’ Period 


1909-13 
High Low 
+ asm 
Calif. 7 16 42% 
Calif. — eo — 61 
Central Leather........+.-- 51% 16% 12 
De. Pid... .<000 encecenceetee 80 
Cerro de Pasco....+.sese++ ° wi 
Chandler Mot......eesee+e+ 


peas 
1914-18 


54% 
-- 9166 
*114% *150% *112% 

“4 7 50% 7 
61 118% 58 
6% 109 12 

ee 76 

273 


Do. Pfd 
Freeport BURe ce 
Gen’! Asohalt . 
Cen'l Electric .. 


Inspiration 
Tn nter. i Marine 
Do. 


Inter. i 
Invincible Oil. 
Kelly Sorinefield.. 

Do. 8% Pfd 
Kennecott 
Keystone Tire 
Lackawanna Steel 
Lima Locomotive 
Loews, 


Mexican Pet 

Miami Copper..... 

Middle States Oil.........-- : 
Midvale Steel 

3 Lead 


‘Do 
Philadelphia Se. 
Phillips Pet. 
Pierce Arrow. . 

Do. Pfd 


Shell T. & 
Sinclair Con. Oil........ ees 
Stand. N. J 
Do. 
Siromberg Carb 
S\udebaker 


Utah Copper..... 
Vanadium 


Willys Overland. 
Wilson 
oolworth 


_——— 


* Old stock & Bid price given where no sales made 
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of Active Stocks 


Post-War 
Period 
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The Trend 
of Trade 


Conditions in our basic 
industries are always un- 
dergoing changes. A di- 
gest of current conditions 
in several important lines 
is given in our May finan- 
cial letter. 


Copies to investors on 


request 


Mc Donne & Co. 
120 BROADWAY 
NEW YORK 


Members New York Stock 
Exchange 


SAN FRANCISCO LOS ANGELES 

















DEAN, ONATIVIA & CO. 


208 So. La Salle St. 
Chicago, Ill. 


11 Wall St. 
New York 





Members of the 
New York Stock Exchange 
Chicago Stock Exchange 
Chicago Board of Trade 
New York Cotton Exchange 








BRANCH OFFICES 
Woodward Bldg., Washington, D. C. 
Waldorf-Astoria Hotel, New York City 
38 No. La Salle St., Chicago, Ill. 
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Brooklyn 
Edison 
Company 


The investment rec- 
ord and future pros- 
pects of this Company’s 
stock are discussed in 
our circular which we 
will be glad to send 


upon request. 


LF ROTHSCHILD 8.0. 


MEMBERS N.Y. STOCK EXCHANGE 


120 Broadway, New York 

















Stewart - Warner 
Speedometer 
An Analysis 


We have prepared an an- 
alysis of this enterprise, 
showing its growth from 
organization to date. 


Industrial, Financial and 
Earnings Progress shown 
year by year in tabulated 
form from 1913 to 1922, in- 
clusive. 


A copy will be mailed to 
those interested, upon re- 
quest. 


Ask for Circular MW-526 





“Service in All Markets” 
Stocks—Bonds—Cotton—Grain 





Carden, Green & Co. 


New York Stock Exchange 
New York Cotton Exchange 
Members ; New York Produce Exchange 
N. Y. Coffee and Sugar Exch. 
Chicago Board of Trade 


43 Exchange Place New York 
Telephone—Hanover 0280 








ANSWERS TO INQUIRIES 
(Continued from page 153) 





long-pull investment, we feel that uiti- 
mately it will work out to your advantage. 


STROMBERG CARBURETOR 
Highly Speculative 

Would you advise purchasing a small 
amount of Stromberg Carburetor at this time 
with the idea of purchasing more on a fur- 
ther decline. Stromberg at present price of 
73 is down over 20 points from this year’s 
high and I thought it might be picked up to 
advantage at this figure——A. G. K., Cincin- 
nati, Ohio. 

Stromberg Carburetor stock should be 
classed as a highly speculative issue and 
in the past the stock has had very wide 
swings in the market. In 1919, for ex- 
ample, the price range was 70 points, in 
1920, 96 points, in 1921, 21 points, and 
1922, 36 points. From the past history of 
the stock alone, you can readily see that a 
20-point reaction may not necessarily be 
a good buying point. We feel that the 
main trend of the stock market is now 
downward and that it is not advisable to 
purchase speculative issues. The capi- 
talization of the company is small there 
being only 75,000 shares outstanding which 
makes the issue an easy one to manipu- 
late. Earnings in 1922 were around $8 a 
share and earnings so far this year are 
understood to have been at a still higher 
rate. In this connection, it is well to 
realize, however, that the automobile in- 
dustry has been unusually prosperous and 
there may be a falling off later in the 
year. In the past, the company has not 
demonstrated a very large earning power, 
earnings in 1921 being equal to $1.09 a 
share, in 1920, $4.66, and in 1919, $5.50. 
The company is in comfortable financial 
condition with a working capital of about 
a million and a half. 


GENERAL MOTORS 
New Sales Record 


Your remarks in recent issues of THE MAGA- 
ZINE OF WALL STREET to the effect that it is 
best to sell out speculative holdings have been 
read by me with interest. In the past several 
months I have disposed of a good many of 
my stocks at a very good profit and hope to 
buy again when prices are lower. However, 
I am still hung up with several hundred 
shares of General Motors, purchased well 
over $20 a share, and would like to have 
your advice on this stock. I am perfectly 
willing to hold it through any depression pro- 
vided that it ultimately goes higher. It rather 
appears to me that in view of the large busi- 
ness this company is now doing I have a fair 
chance in a year or 80 of getting my money 
back, What is your opinion?—M,. F. &., 
Waterbury, Conn. 


We have been very much impressed 
with the progress the management of Gen- 
eral Motors has made in increasing the 
efficiency of the organization. In 1922, 
the corporation earned $2.19 a share on 
the twenty million shares of common stock 
and paid off all bank loans. For the first 
four months of 1923, earnings were suf- 
ficient to cover the entire year’s dividend 
on the common stock at the present rate 
of $1.20 and for the full year it would 
not be at all surprising if the company 
showed $3.50 a share earned. Sales of 
cars in April exceeded 73,000, a new high 
record for the company, and the outlook 


is that May sales will exceed this figure. 
We feel that an optimistic view of Gen- 
eral Motors common stock from the long- 
pull point of view is entirely warranted 
and that there is an excellent chance of 
your ultimately being able to get out of 
this commitment without taking a loss. 


UNITED FRUIT 
Can Pay Larger Dividend 


Can you let me have a short analysis on 
United Fruit Company and your opinion of th« 
stock as a long pull spec-vestment?—R. T. 
F., Daytona, Fla. 

United Fruit is one of those fortunate 
companies that actually has more money 
than it is required to use in the conduct 
of its business. The balance sheet as of 
December 3lst, 1922, showed United 
States and British Government securities 
of over nine million and cash on hand of 
close to twenty million. The company has 
no funded debt and no bank loans. Fo 
the year ended December 3lst, 1922, earn- 
ings after deducting all charges and taxes 
were equal to $18.85 a share on the 100 
million capital stock. This compares with 
$16.97 a share in 1921. While the com- 
pany’s biggest business is the growing and 
sale of bananas and other tropical fruit, 
it also makes large profits from its Cuban 
sugar properties. In the 1922 season Unit- 
ed Fruit produced 1,400,000 bags and in 
the current season it is estimated that 
over 1,200,000 bags will be produced. In 
view of the higher prices prevailing for 
sugar this year, the company is quite like- 
ly to earn its $8 dividend from sugar 
operations alone and total earnings are 
not expected to be below the excellent 
showing made in 1922. United Fruit at 
the present time is paying $8 a share on 
the stock with occasional extra dividends, 
but in view of its unusually strong finan- 
cial condition and large earnings, it is un- 
doubtedly in a position to be much more 
liberal in its payment to stockholders. As 
of December 3lst, 1922, the profit and loss 
surplus was $45,000,000 and the possibility 
exists of a substantial stock dividend be- 
ing paid. This company appears to have 
a definitely assured future and we con- 
sider the stock a good spec-vestment. 


REPUBLIC IRON & STEEL 
New Construction Program 


In view of the good earnings Republic Iron 
é& Steel showed in the first quarter of 1923 
it would seem that at present levels of around 
53 the stock is quite attractive. I hold « 
little at somewhat higher prices and thought 
of purchasing more at this level in order to 
average. Do you think it likely that divi- 
dends will be resumed on the common stock 
this year?—A. H. F., Buffalo, N. Y. 


It is true that Republic Iron & Steel 
showed very satisfactory earnings for the 
first quarter of 1923, Surplus after taxes, 
interest, depreciation and preferred divi- 
dends being equal to $3.65 a share on the 
common stock, or, at the rate of $14.60 a 
share per annum. Recent reports, how- 
ever, are to the effect that there is a slow- 
ing up in the demand for steel products, 
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inquiries now being at the rate of only 
50% of the output. Republic Steel, there- 
fore, may not be able to keep up this rate 
of earnings throughout the year. We do 
not consider it at all likely that anything 
will be paid on the common stock in 1923 
as the company has decided upon a con- 
struction program which will not be com- 
pleted before 1924. Moreover, before any- 
thing can be paid on the common stock, 
there are 7% back dividends to be cleared 
up on the preferred issue. In January 
of this year the company put out a new 
ten million-dollar bond issue to help de- 
fray the cost of the new construction. 
Republic’s financial condition is only fair 
and it can well afford to put surplus earn- 
ings into the property at this time rather 
than pay them out in dividends. With 
general market conditions unsatisfactory, 
non-dividend paying stocks, such as Re- 
public Iron & Steel, in our opinion, are 
likely to work toward lower levels, and, 
instead of averaging, we would suggest 
selling out your holdings, for we feel later 
on better buying opportunities will be avai- 
able, in this or other stocks. 


FISK RUBBER 
A Switch Suggested 
I have held some Fisk Rubber common stock 


for three years and while I am a patient holder 
if I believe I have the right stock, the action 


of Fisk Rubber has just about discouraged 


me. Before selling out, however, I thought 
I would get your opinion. Is there any other 
stock that you believe would make a desir- 
able switch?i—F. A. R., North Adams, Mass. 

In our opinion it would be well for you 
to dispose of your Fisk Rubber common 
stock as dividends still seem quite remote. 
Before the common stock can receive any- 
thing 14% back dividends on the nine- 
teen million first preferred stock will have 
to be paid off as well as back dividends 
on $2,120,700 2nd preferred. The com- 
pany also has $9,500,000 8% bonds with 
a sinking fund providing for the retire- 
ment of a half a million each year. Bal- 
ance sheet as of December 3lst, 1922, 
showed bank loans of five million. The 
outlook is that Fisk Rubber will be able 
to show substantial profits in 1923, but 
you can readily see that the money is like- 
ly to be used for other purposes rather 
than common dividends. It is true that 
Fisk Rubber has a well-established busi- 
ness and the common stock may ultimate- 
ly work out to better advantage, but, in 
our opinion, you would materially im- 
prove your position by switching into 
Wright Aeronautical, paying $1 per share 
per annum and selling around 10. Earn- 
ings of this company have averaged $2.3 
per share for the past four years. It is 
i strong financial condition and has a 
substantial amount of business on_ its 
books. 


MOON MOTORS 
Company Highly Prosperous 


am considering buying some stock of the 
Motor Car Co. What is your opinion of 
concern?—J. A. B, Cleveland, O. 

Moon Motors was incorporated in 1917, 
but did not enter the field for low- 
Priced automobiles until last year, when 
its production increased more than 250% 
Over the previous year. Operates one fac- 
tory at St. Louis with a capacity of 15,- 

(Please turn to page 181) 
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First Mortgage 
Sinking Fund 
6% Bonds 


Secured by mortgage on 
modern 16-story bank and 
office building and lease- 
holds in the heart of 
Chicago’s financial district 


Price 100 and Interest 


Circular on Request 


GrevENSON Bros. & Perry 


INVESTMENT SECURITIES 
105 South La Salle Street, Chicago 


Telephone Randolph 5520 

















Specialists in 
U. S. Government Bonds 
New York City Bonds 
New York State Bonds 
U. S. Treasury Notes 
U. S. Treasury Certificates 
Federal Land Bank Bonds 
Joint Stock Land Bank Bonds 


CHAS. E. QUINCEY & CO. 


Members New York Stock Exchange 


14 Wall St. New York 


























OWENS 
BOTTLE 


We have prepared an 
analysis of this Company's 


1922 Operations 
Remarkable Growth 
Established Earning Power 
Strong Financial Position 
Enviable Dividend Record 


Conservative Management 


Write for Analysis No. 774 


Spencer Trask & Co. 


25 Broad Street, New York 


ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
Members Chicago Stock Exchange 








Current Bond 
Offerings 


Light Volume of New Issues 


had to give way to the $400,000,000 

Government Treasury offering and, 
as a result, there were very few new 
issues offered outside of municipal and 
state bonds. The Federal offering was on 
a 434% basis and will run five years. The 
issue was greatly oversubscribed. For 
the present, a halt will undoubtedly be 
called on new Government financing and 
this is likely to pave the way to a greater 
number of private issues than has been 
the case in the past few months. 

There were virtually no important offer- 
ings in the past two weeks, the principal 
ones being confined to the municipal and 
state species most of which were on a 
very low yield basis. This type of se- 
curity is evidently still highly popular 
among wealthy investors who are attract- 
ed by the tax-exemption features con- 
nected with these bonds. 


ices of new bond issues 


Equipment Trusts 


The Erie offered a small equipment- 
trust issue, one of a great number that 
have been offered in the past several 
months. It is believed that there has been 
an over-issue of this type of security and 
it is likely that for the present at least 
the volume will fall off. The rates offered 
are attractive, however, for so high-grade 
a type of issue, and buyers undoubtedly 

















We have prepared a 


32 Page Booklet 


containing careful individual 
analyses of 13 stocks listed 
on the New York Stock Ex- 


change: 


International Mercantile Marine 
American International 

General Asphalt 

Royal Dutch Company 

Davison Chemical Company 
New York Dock Company 
Vanadium Corporation of America 
Republic Iron & Steel 
Bethlehem Steel 

Middle States Oil Company 
Freeport Texas Sulphur 
Replogle Steel Company 

Pure Oil Company 


Write for Booklet 


SuTRO & KIMBLEY 
Members New York Stock Exchange 
Sixty-six Broadway 
New York 














NEW BOND OFFERINGS 
STATE AND MUNICIPAL 

Off’d Yield 

Amount (%) 
Woodbury Co., Iowa. $700,000 4.60-5.00 
State of So. Carolina..1,872,000 4.40 
St. Louis Co., Minn. .1,500,000 4.60 
Texas State 4.75 
City of Cleveland....1,870,000 4.25-4.85 


PUBLIC UTILITY 
Tenn. El. Pr. Co.. ..$2,500,000 6.45 
Washington Gas Lt. 4,000,000 6.00 
Penn. P. Serv. Corp. 2,500,000 6.80 
RAILROAD 
Erie R.R. Co. equ. tr.$7,860,000 5.50-6.05 
FARM LOAN 


Kansas City Jt 
Land Bank 








$5,000,000 4.70-5.00 











will be found on every occasion when 
these bonds are floated. 

An unusual feature was the rather high 
yield offered by recent public utility issues. 
This, however, is rather due to the fact 
that the companies represented by these 
issues are relatively small than to any 
growing disfavor with regard to public 
utility issues in general. 

The Liberty bord market proved sus- 
ceptible to the latest Government offering 
and was rather heavy. It is understood 
that Great Britain is a large buyer of Lib- 
erties in anticipation of its. approaching 
interest payment on its debt to the United 
States. 





HOW TO CHOOSE YOUR 
BUCKET-SHOP 
(Continued from page 110) 








the well-known pool headed by J. P. Mor- 
gan & Co., and including Henry Ford, 
Jesse Livermore, A. J. Volstead, and 
“Babe” Ruth 

Pools, of course, are one thing that the 
average self-respecting bucket-shop is ful- 
ly informed on. The family resemblance 
between pools and other bodies of water, 
such as lakes and creeks, need not be fur- 
ther elaborated. Once the “investor” has 
gotten a thorough wetting, they all look 
alike. The age-old wisdom of the proy- 
erbs is here again exemplified: “You may 
hang your clothes on a hickory bouzh, 
but don’t go near the water.” 


The Survival of the Truth 


We understand that the bucket-shop is 
beginning to come into its own again after 
that “organized citadel of corruption,” the 
New York Stock Exchange, had succeeded 
in crushing it for a time. This merely 
proves that “Truth crushed to earth shall 
rise again.” Likewise the influenza! 

But let us not be carried away by our 
enthusiasm for the bucket-shop and for its 
noble representative, the bucketeer. After 
all, that strange sinking feeling that comes 
when one realizes that one has been 
consistently and systematically done, ex- 
ploited, “gypped,” skinned (see Roget's 
Thesaurus for the rest of it), must be 
felt to be appreciated. Mere description 
will not do it. Even a mere warning will 
not do it. The proof is that no amount 
of warning or advice will keep a man 
from trading with a bucket-shor if he 
has once made up his mind to do so. And 
if he really feels that it is a more deserv- 
ing form of charity than the Red Cross 
or the Tuberculosis Association or the 
S.P.C.A., why shouldn't he: 





VIRGINIAN RAILWAY 
(Continued fron: page 121) 








natives, the Virginian recently came to the 
conclusion that the best solution of the 
problem would he provided by the electrifi- 
cation of the mouutain division. Far more 
power can be applied to each train with 
electric than with steam operation, and in 
consequence, heavier trains can be oper- 
ated at higher speeds. In accordance with 
present plans, electric locomotives with a 
total draft of 20,000 horsepower will! be 
employed, which will permit the operation 
of much larger trains up the 2 per cent 
grades at the rate of 14 miles an hour, 
thus practically doubling the coal-carrying 
capacity of the railroad, and therefore the 
possible output of the district. Owing to 
the flexibility of the single-phase alter- 
nating-current system which has bee 
adopted, additional power, giving still 
greater capacity, can be utilized without 
difficulty when the limits of the present 
installation are reached. 

In deciding upon this $15,000,000 under- 
taking, the Virginian is not thinking solely 
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, today or tomorrow. It is looking far 
ito the future and is laying down for 
itself a policy that will prove to the best 
advantage of both itself and the country 
a whole. Other railroads face the 
e problem and appreciate equally well 
need for great increase of traffic ca- 
ty in the near future. Some are ac- 
y planning similar improvements, but 
the other hand, many are not. And 
not? Because under the present re- 
-tions only those railroads that are 
fortunately situated can earn 
ugh to finance such extensive im- 
ovements. And who is going to 
r most by the inability of these 
fortunate roads to properly equip 
the future? The railroads? No, 
people they serve—the people who 
themselves blocked the channels 
ugh which prosperity flows to 

1 


Conclusions 


wever, there are many indications 
that this condition of affairs is changing. 
informed people have begun to 
understand the logic of the railroad situa- 
tion and to realize the necessity for giving 
\ilroads support instead of opposition. 
road baiting” is now popular only 
h the demagogues and the yellow press, 
| this is a sure sign that this cycle of 
} agitation is dying out. We are without 
| doubt entering into a new era, a con- 
spicuous feature of which will be the 
development of our railroad system to the 
point where it will actually fulfill the 
f needs of the nation and will give us the 
© unrestricted use of resources of which we 
} are so proud. The Virginian electrifica- 
} tion may be taken to mark the opening of 
» this era, and in this lies its great impor- 
tance to the nation at large. 





BALTIMORE & OHIO RR. 
(Continued from page 120) 











1 of 1922. As a result of the Balti- 
\ Ohio’s failure to resume dividends, 
\ttorney General announced in Jan- 
that they were taken off the legal 
\ subsequent Act of the New York 
lature reinstated them until Decem- 
|, 1924. If the company has not 
its common stock on a 4% basis 
t time they will no longer be legal 
ng to the present law. 

Baltimore & Ohio has over $125,- 
' of bonds maturing in 1925, and 
funding is a formidable problem. 
ild prove still more difficult if the 
mds are not eligible for purchase 
w York savings banks, for these 
tions furnish an important market. 
ictor should act as an incentive for 
mpany to resume dividends within 
uired time if it can be done without 
ent to its cash position. 

! ltimore & Ohio common is now 
Seling at 48 and this price partially 
discounts a resumption of dividends. 
However, in the event that a 4% divi- 
dend is declared it should experience 
at least a moderate rise. 


for MAY 26, 1923 








Does It? 


It should. It it is right, it will 


Does your Cost System give you up-to-date costs, 
not merely history? 

Does it aid in stabilizing your wages and piece-work 
rates? 

Does it point out defects in your routing system? 

Does it help you maintain a perpetual inventory? 

it increase your production? 

Does it measure your overhead? 

Does it detect new overhead expenses? 

Does it point out leaks in expense? 

Does it encourage your employees? 

Does it promote intelligent competition? 

Does it point to non-profit paying lines? 

Does it permit you to bid safely? 


This dozen ‘“‘does its?’’ are questions for testing 
the value of a Cost Accounting System as set down 
by the experts of the Fabricated Production De- 
partment of the Chamber of Commerce of the 
United States. Most Cost Systems function per- 
fectly along one or more of these requirements. 
Is your Cost System hitting on all twelve? It 
should. If it is right it will. 


Our Cost experts—trained accountants with wide 
and practical experience in many fields of produc- 
tion are at your service—to check up, or to apply 
anew Straight Line Methods of Cost Accounting. 
They are available at all our offices. 


ERNST & ERNST 


AUDITS — SYSTEMS 
TAX SERVICE 


NEW YORK cHIcaAsco CLEVELAND INDIANAPOLIS NEW ORLEANS 
PHILADELPHIA MINNEAPOLIS BUFFALO TOLEDO DALLAS 
BOSTON ST. PAUL PITTSBURGH ATLANTA FORT WORTH 
PROVIDENCE ST. Louls DETROIT RICHMOND HOUSTON 
WASHINGTON KANSAS CITY CINCINNATI BALTIMORE DENVER 











Harvey Fisk & Sons 


INCORPORATED 


PHILADELPHIA NEW YORK CHICAGO 


Investment Securities 








RAILROAD U. S. GOVERNMENT 
INDUSTRIAL PUBLIC UTILITIES 
































LISMAN’S 
REVIEW 


of 


America’sForeign Investments 
and the 


Railroad Bond Market 


Information contained therein re- 
garding: 


Economic and Financial conditions 
as affecting the bond market. 


Developments in the market for 
foreign investment bonds. 


Payment of coupons and drawn 
bonds of foreign issue. 


Valuable to banks, dealers and 
investors. 


Sent every month upon request, with- 
out obligation. 


F, J. LISMAN & CO. 
20 Exchange Place, New York City 


Established 1890 
Members New York Stock Exchange 
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Four Reasons Why 
We Recommend This 


First Mortgage 612% 
Real Estate Bond 


. Absolute first closed mortgage 
equalling about 52% of ap- 
praised value. 


. Net earnings over three times 
maximum bond interest. 


. Located in Montclair, New 
Jersey. 


. Assurance of continued demand 
for apartment accommodations. 


Circular describing Montclair Trinity 
Apartments forwarded upon request. 


Ralph W. Voorhees & Co. 


Incorporated 


115 Bro.dway New York 





MARKET STATISTICS 


N.Y.Times 

N.Y. Times Dow, Jones Avgs. —50Stocks— 

40 Bonds 20Indus. 20 Rails High Low 
Monday, May 7 A 95.41 80.37 87.27 85.33 
Tuesday, May 8 . 96.54 81.55 84.84 83.78 
Wednesday, May 9.... ; 98.19 82.31 85.99 84.83 
Thursday, May 10 é 82.15 86.00 84.73 
Friday, May 11 . . 82.20 86.58 84.73 
Saturday, May 12 . . 81.68 84.46 83.76 
Monday. May 14 82.71 85.35 83.87 
Tuesday, May 15 81.87 85.39 84.30 
Wednesday, May 16... ; ‘ 81.70 84.61 83.80 
Thursday, May 17 : Y 81.58 84.44 83.82 
Friday, May 18 neice nigeus ‘ae a ee 
Saturday, May 19 


Sales 
1,337,020 
0, 














<9TOCKs MARKET+« AVERAGES: 


B 25 RAILROADS 

§ 25 INDUSTRIALS 

<~ COMBINED AVERAGES 
OF 25R.R.6 75 INDUSTRIALS 
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THIRD AVENUE RAILWAY 
(Continued from page 143) 











above this interest requirement. The 
bonds are a good “spec-vestment.” 


Third Avenue Adj. Income 5s 


The Adjustment Income 5s are entitled 
to 5% interest (cumulative from Jan. 1, 
1 


1913) but payable only as declared by the 
Board of Directors. They were issued in 
1910, under the Reorganization, to take 
the place, in part, of certain existing mort- 
gave obligations. The bonds are author- 
ized and outstanding in amount of $22,- 
536,000 and are a mortgage on the proper- 
ties ranking junior to the other mortgage 
debt of the system. 

The bonds made an initial interest pay- 
ment of 149% in April 1913, and from 
October 1913 to October 1917, both in- 
clusive, regular interest at the rate of 5% 
per annum was paid semi-annually with- 
out interruption. No subsequent payments 
were made, however, until April 1922, 
when 149% was paid, and on October 1, 
1922, 334% was paid, bringing the total 
for 1922 up to the full 5%. On April 1, 
1923, 3% was paid, being the regular semi- 
annual payment of 2%% and an extra 
payment of %4%, on account of accumula- 
tions. These accumulations of interest 
amount to 22%, or $220 per $1,000 bond, 
and must all be paid up in full before any 
dividends may be declared on the capital 
stock. 

Until all accumulations and 5% interest 
has been paid for five successive years, 
holders of these bonds have the right to 
vote at stockholders’ meetings, on the 
basis of one vote for each $100 face value 
of bonds. The Adjustment Income bond- 
holders are thus in a position to control 
the company. 

Earnings for the fiscal year to June 30, 
1922, showed a surplus of $207,474, over 
and above adjustment mortgage bond in- 
terest and all other charges of every de- 
scription, and so far this year considerable 
improvement is being shown with the best 
month still to come. A glance at the 
balance sheet as of June 30, 1922, is in- 
teresting from a standpoint of the Adjust- 
ment Income bonds. It will be observed 
that current assets stood at $5,411,193, of 
which over 4.5 million was in cash and 
government securities. In addition, the 
company showed “Investments” of over 
2.7 millions. Against current assets, cur- 
rent liabilities amounted to less than 2 
millions, leaving working capital of just 
3.5 millions. 

As long as earnings continue at their 
present rate, and there is more reason to 
look for continued increases rather than 
a falling off, the company is in a position 
to continue the regular 5% interest on 
the Adjustment Income bonds, and owing 

1e strong financial condition and the 
large supply of cash on hand the prospects 
are excellent for substantial payments 


Mail the coupon 
for 

information 

without 

obligation 


W: have put the story of 514% Guaranteed 
PRUDENCE- BONDS into an attractive book, telling 
all about the sound first mortgages behind them, and 
particularly about the Prudence Guarantee as to interest 
and principal, legally affixed to the Bonds themselves. 
It takes only a few minutes to read, but its message 
means so much in human happiness, that you ought to 
send for it. 


Tue PRUDENCE 
COMPANY, Inc. 


Under the supervision of N. Y. State Banking Dept. 
NEW YORK BROOKLYN 
31 NASSAU STREET 162 REMSEN STREET 


CAPITAL and SURPLUS DENOMINATIONS 
$1,100,000 $100 - $500 - $1000 


@ Mail this coupon NOW 








The Prudence Co., Inc. M-W 377 
31 Nassau St., N. Y.C. 


Gentlemen: 
Without obligation on my part please send booklet “Building an 
Income with Guaranteed Bonds.” 























Cotton 


Bonds 
Sugar Oil Grain 





Orders executed for Cash or Conservative Margin 
PRIVATE WIRES THROUGHOUT THE SOUTH 


FENNER & BEANE 


Members of 





New York Coffee & Sugar Exchange 
Louisiana Sugar & Rice Exchange 


Associate Members of 
Liverpool Cotton Exchange 


NEW ORLEANS: 818 Gravier St. 


being made from time to time on account —— 
New York Cotton Exchange 


of accumulated interest. 

At prevailing prices of about 54 the qow Onleane Go So 
Adjustment 5s yield over 9% on a New York Produce Exchange 
Straight income return basis, if only NEW YORK: 27 William St. 
the regular 5% is paid. In the writer’s 
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50 
Low Priced 
Railroad Bonds 





E have listed an 

interesting group 
of low priced and 
speculative Railroad 
Bonds, indicating 
their 1917 high prices, 
their high and low 
prices in 1922-and 
their present prices. 
This computation will 
be sent to anyone who 
will request list 52. 





George H. Burr & Co. 
Equitable Building 
New York 


Boston Philadelphia Hartford 
Chicago St. Louis San Francisco 
Los Angeles Seattle Portland, Ore. 


























SEASONED 
BONDS 








We specialize in supplying 
financial institutions and 
individual investors with 
small blocks of seasoned 
bonds which offer the 
greatest degree of interest 
return compatible with 
maximum safety of prin- 
cipal. 


Circular M.W. sent on request. 


W Garnesie Ewen 
Investment Securities 
2 WALL ST.—NEW YORK 


Telephone Rector 3273-4 

















opinion, the bonds are a very attractive 
speculation and in line for higher 
prices. 


Third Avenue Stock 


Owing to the large accumulations of in- 
terest on the Adjustment bonds, dividend 
prospects for Third Avenue Stock are 
quite remote. It does not appear particu- 
larly attractive. 


Subsidiary Company Bonds 


Among the bonds of subsidiary com- 
panies are to be found some very unusual 
bargains in well secured mortgage issues. 
The subsidiary company bonds are not 
listed on any Exchange but the more im- 
portant ones have a very fair market 
“over the counter.” 

A sufficient amount of Third Avenue 
First Refunding Mortgage 4% bonds are 
reserved to retire the outstanding sub- 
sidiary company bonds and in the In- 
denture securing the Refunding 4s a very 
important and significant clause is found 
pertaining to the subsidiary issues, stating: 


“The Railway Company (Third 
Avenue Railway Co.) will purchase and 
pledge with the Trustee hereunder or 
will cause to be paid and discharged at 
or before their maturity and demand of 
payment thereof, all and singular the 
said underlying bonds described in sub- 
division 2 (see Note) of Article Second 
hereof, and the coupons representing in- 
terest thereon, and will not suffer or 
permit any extension of the time of pay- 
ment of any of said underlying bonds, 
unless the same shall have been acquired 
by the Railway Company and be pledged 
with the Trustee hereunder, and further, 
will cause any of such underlying bonds 
that shall be paid, together with the 
coupons thereto attached to be can- 
celled * * *” Note: Subdivision 2, 
above referred to, specifically itemizes 
the following issues: 


Third Avenue First 5s 1937 

Union Railway First 5s 1942 

Dry Dock, East Broadway & Battery 
Gen. 5s 1932 

Westchester Electric First 5s 1943 

Southern Boulevard First 5s 1945 

Yonkers Railroad First 5s 1946 


Union Railway First 5s 1942 


This company is the largest subsidiary 
of the Third Avenue System and operates 
extensive mileage in the Bronx. The 
First 5s, authorized and outstanding in 
amount of $2,000,000, are secured by an 
absolute First and “closed” mortgage on 
all the ‘property, rights, and franchises of 
the company. The mortgage securing the 
bonds contains an “after acquired prop- 
erty,” clause which is unusually broad in 
its scope, in that it covers all improve- 
ments or additions which have been, or 
which may be made, to the property not 
only by the Company itself but by others. 
The significance of the clause may be 
more fully appreciated when it is stated 
that the parent company and its prede- 
cessors have spent millions of dollars in 
improvements to the Union Railway 
properties. 

The company has never failed to earn 
the interest on its First Mortgage 5s by 


a large margin. Figures for the 9 months 
to March 3lst, 1923, show income avail- 
able for interest charges of $489,353, 
which is the equivalent of nearly 7 times 
first mortgage requirements for the period 
of $75,000. 

These bonds have never defaulted, 
even during the period when the com- 
pany was in receivership. They are 
exceptionally well secured and the im- 
portance of the Union Railway to the 
Third Avenue System cannot be over- 
emphasized. At current prices of 
about 73 or 74 the bonds yield about 
73%4% to maturity. 


Dry Dock, E. Bway. & Battery Gen. 
(now First) 5s 1932 


These bonds, which are outstanding only 
in amount of $950,000 are an absolute 
first and “closed” mortgage on about 11 
miles of street surface railway, franchises 
and equipment and several valuable parcels 
of real estate in Manhattan. This real 
estate consists of four-story brick build- 
ing, 14th and 15th Streets and Avenue B, 
with 20 lots covering 57,084 square feet 
and three sites on Grand, Corlears, Cherry 
and Monroe Streets of about 40 lots or 
65,883 square feet, all located in Man- 
hattan. Real estate alone, exclusive of 
any value for the road itself, has an 
assessed value of $909,500, or the equiva- 
lent of over 95 cents on the dollar of out- 
standing First Mortgage bonds. This 
property should show considerable en- 
hancement in value in the near future, 
coincident with the opening of the new 
crosstown subway on 14th Street and 
under the East River to Brooklyn. Total 
properties of the Dry Dock Company for 
tax purposes, on a “cost to reproduce less 
depreciation” basis stand at about 2 mil- 
lions. 

Interest on the First Mortgage 5% 
bonds has always been paid regularly since 
issuance in 1892 and they were left un- 
disturbed by the Reorganization. The 
Dry Dock Company operates the Grand 
St. Line, Avenue B line and the Canal 
Street & Grand Street Ferry Line. The 
lines are not particularly heavy traffic car- 
riers although net earnings are more than 
sufficient to cover interest requirements on 
the First 5s. Owing to the large real 
estate equities and the obligation of 
the Third Avenue Railway Company 
to pay them off at maturity, the bonds 
are especially desirable at their present 
price of about 75 or 76, yielding 8.75%, 
or more, to maturity. 


Southern Boulevard First 5s 


A small issue of only $250,000, secured 
by a first mortgage on the company’s 
properties. Company operates about 10 
miles of road. Earnings running a little 
above First Mortgage interest require- 
ments. The bonds, however, are guarat- 
teed as to principal and interest by Union 
Railway. On rare occasions they come 
into the market and are attractive if they 
can be bought at 62 or 63, yielding about 
9%. They have never defaulted. 


Yonkers Railroad First 5s 1946 


The company operates about 40 miles 
of street railway in the City of Yonkers 
on which the 5% bonds are a first mort 
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Earnings have always shown a sub- 
ntial margin above First Mortgage 
id interest, and at the present time are 
ning at about 5 times requirements. 

The bonds are guaranteed both as to prin- 
cipal and interest by the Union Railway 
| at their present price of about 65 the 

| is approximately 8.50% to maturity. 


Westchester Electric First 5s 1943 


nother issue guaranteed principal and 
rest by the Union Railway. Company 
ates in and about Mt. Vernon, East 
ter and New Rochelle, under a “zone 
schedule.” Earnings are running 

t 5 times interest requirements on the 
The bonds may occasionally be 

bought on about an 8.50% basis. 











iMPORTANT DIVIDEND 
ANNOUNCEMENTS 








Am't Stock Pay 
Rate Declared Record able 


} Amer Beet Sug ptt. $1. 50 7-2 
Amer Loco com. ,. 50 6-30 
\mer Loco pfd 6-30 

} Amer Metal com... 6- 1 

7 Amer Metal pfd.... 6- 1 
Amer Pr & Lt com. 244% 6- 1 
Amer P & L c (stk) 2 To. 6-1 

‘Amer Tel & Tel.... 6-19 

t Atlantic Ref com... 6-15 
Atlas Powder com.. 3% 6-11 
Brooklyn City R R 20c 6 1 
7 Buckeye Pipe aie. i. 6-15 
7 Calif Pete com. 6- 

7 ( alif Pete pfd.. 3 

7 Case Thresh M pfd. $1.7 
Century Rib M pfd. 1% 
Consumers P 6% pfi1™% 
Consumers P 7% pi 14% 
Crane Co pfd 70 
Crane Co com 1% 

5 Eastman Kodak c. $1.25 
Eastman Kodak c.. Tic 
Eisenlohr O Bros pf 1%% 

2 b Ficiochman Co com 5c 
ven Motors com... 30c 
Cs. n Motors 7% deb 14% 
Gen Motors 6% deb 14% 
Gen Motors 6% pfid14%% 
Gen Asphalt pfd. 14% 

‘S Guantanamo Sug pf $2.00 

™) Hackensack | com T5c 
Hackens’k W 7%. pf 87%4c 
Havana ERL &P c $3.00 

} Havana ERL&P # $3.00 
Humphreys Oil.... 3% 
llumphreys Oil....1% 

Int Cot Mills pid.. 14% 
Inter Shoe pfd 50c 
Lig & Myers com.. 3% 
Lig & Myers pid.. 3% 
Lindsey Light pfd.. 14% 
Lord & T ist pfd.. 1%% 
Louisville & N com 2%% 
Mahoning Coal R R 20% 
+ thoning Inv’tment 50c 
lahoning Inv’tment $1.50 
Mexican Seab see 50c 
‘* Natl Biscuit com... T5c 
$7 Natl Biscuit pfd... $1.75 
Natl Lead pf 14% 
New Cornelia Cop. . 25c 
Niagara F Pr com. $1. 50 
‘iagara F Pr pfd.. $1.75 

' Norfolk & W _ $1.75 
Norfolk & W p 1% 
Phoenix Hosier Sia 1K%% 
Reading Co Ist pid 1% 
Reading Co Sud - 7 
Reo Motor.. «++» 1Y% 
Reo Motor.. ws 

teo Motor (stk). 10% 
Southw’r P&L pid. 
Schulte R Sts com. 

Southern Pacific. . 

Stand Oil of Calif.. 
Stand Oil of Kan.. 
Stand Oil of Neb.. 
Stand Oil of N Y 

Stand T Pdts of A1% 
Stand T Pdts pf B1iM 

‘' Swift Internacional. We 

Inderwood T com. 
Underwood T pfd.. $1. 15 
Union Pacific com. 2%% 
United C Sts pfd... 14% 
United Lt & Ry pfd % % 

reat. nited Sh M (stk). 20% 
$. Vivaudou Inc com.. 50c 
$4 White Motor...... $1.00 
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KIDDER, PEABODY & Co. 


Established 1865 


7A CAREFUL analysis of security hold- 
ings ccnstitutes a worthwhile safeguard for 
the investor. 


Changes are often advisable either from the 
standpoint of yield or of safety. 


We shall be glad to answer inquiries. 


17 WALL ST. 115 DEVONSHIRE ST. 
45 EAST 42D ST. 216 BERKELEY ST. 
NEW YORK BOSTON 


10 WEYBOSSET STREET, PROVIDENCE 























A First Mortgage Convertible Bond 
Yielding 7.15% 
THE MIDLAND STEEL PRODUCTS CO. 7s are 


a first (closed) mortgage and also contain other 
attractive features as follows: 


(1) Privilege of participating in profits of business 
through conversion of bonds. 

(2) Earnings 5 times bond interest—based on 
earnings of predecessor companies for past 


eight years. 
(3) Net tangible assets equal to more than three 


times bond issue. 


This company will constitute the largest organiza- 
tion in the world manufacturing automobile frames, 
and numbers among its customers the manufacturers 
of many well-known pleasure cars and trucks. 


Price to yield about 7.15% 


Descriptive circular on request for MW-526 


se1 as 8neD 186860 


Paine, Webber & Company 


BOSTON NEW YORK CHICAGO 
8 DEVONSHIRE ST. 28 BROAD sr. 208 LA SALLE 8ST 


PHILADELPHIA WORCESTER MINNEAPOLIS 
ALBANY SPRINGFIELD ST. PAUL 
HARTFORD PROVIDENCE DULUTH 
MILWAUKEE DETROIT GRAND RAPIDS 


Members New York, Boston, Chicago, and other leading Stock 
Exchanges 



































BONDS 


In judging securities, the 
past record of a company 
is a good criterion of the 
future. We recommend for 
investment the bonds and 
stocks of sound companies 
which have demonstrated 
their stability and earning 
power. 


List of current offerings 
on request. 
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TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 


25 Broad St., New York 
208 So. La Salle St., Chicago 














Our Market Letter | 
Contains | 


1. Comprehensive discus- 
sions of the fundamen- 
tal conditions affecting 
security prices. 


Analysis of particular 
securities. 


3. Investment suggestions. 


Published every two weeks, 
it constitutes a valuable 
service to the stock and 
bond buyer. 


Current issue on request 


SHONNARD & CO. 


Members N. Y. Stock Exchange 


120 Broadway New York 


Uptown Office 
Hote! $t.Andrew— 72nd St.&B'’way 
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IMPORTANT ISSUES 


Quotations as 


American Book Co. (6) — 90 
American Type Founders (6). 76 — 80 

Pfd. (7) 98 —100 
American Thread pfd. ........ 3%— 4 
Atlas Portland Cement (4).... 68 — 72 
Babcock & Wilcox (7) —113 
Borden Co. (8) —118 

Pfd. (6) —105 
Bucyrus, pfd. (7) —105 
Celluloid Co. (6) — 93 
Childs Co. (8) —139 

Pfd. —109 
Congoleum Co., Ist pfd. (7) ex 99%—101 
Congoleum, com. (8) —238 
Crocker Wheeler (2) — 55 

Pfd. — 95 
Curtiss Aero & M. ........... —8Y% 

Pfd. 34 — 37 
Jos. Dixon Crucible (8) —143 
Gillette Safety Razor (12P)..¢275 —285 
Ingersoll Rand (8) —125 


of Recent Date* 


New Jersey Zinc (8P) 

Niles-Bement-Pond 
Pfd. 

Phelps-Dodge Corp’n (4) 

Poole Engineering (Maryland) : 
"Ge ee eee 20 
GRRE eee 9 

Royal Baking Powder (8) 127 
Pfd. 

Safety Car H. & L. (6) 

Savannah Sugar 
Pfd. 

Singer Mfg. Co. (7) 

Thompson Starrett 

Victor Talking Mach. (8) 

Ward Baking Co. (8) 

Yale & Towne (4) 
*Dividend rates in dollars 

designated in parentheses. 
fListed on N. Y. Curb Exchange. 
P—Plus Extras. 


per share 





TOCKS in Over-the-Counter market, 
S particularly the issues listed in the 
table overhead, were conspicuous for 
their firmness during the fortnight just 
ended. The fact that these issues did not 
share the weakness which characterized 
most other markets indicates the compara- 
tively strong hands in which most of them 
are lodged. 
The feature of the market was again 


> 


Congoleum common. This 1ssue, which 
had advanced from the equivalent of $4 
a share in less than 6 months’ time to 200, 
sold to as high as 239 during the period. 
The new advance requires no further ex- 
planation than that already given in this 
Department, where the unique  situa- 
tion existing in the Congoleum Con- 
pany’s affairs has been frequently point- 
ed out. 





te 


AMERICAN THREAD COMPANY 


N organization to which the Depart- 

ment feels it may well call the at- 

tention of Over-the-Counter inves- 
tors, is that of the American Thread Co., 
whose preferred shares are quoted in this 
market offered at $4. 

American Thread is the largest manu- 
facturer of cotton threads in the United 
States. It has seven plants, located as 
follows : 


Willimantic, Conn., 
Stonington, Conn., 
Griswold, Conn., 
Holyoke, Mass., 
Fall River, Mass., 
Milo, Me., 
Lakewood, Me. 


The company was formed in 1898, so 
that the current year will round out a 
full quarter-century of operations. 

The company’s capitalization consists of 
the following: 


Par 
Authorized Value Outstanding 
$6,000,000 
4,890,475 


6s, 1928 
5% Cum. Pfd.$6,000,000 7890, 
1,200,000 shs. 


ommon .... 1,200,000shs. 10 


Before the war, all of the common and 
the bulk of the preferred shares of the 
American Thread Co. were held abroad. 
A majority of the common, representing 


the sole voting power, was held by the 
English Sewing Cotton Co. During the 
war, larger amounts of the preferred were 
transferred to this side, although the com- 
mon was not affected, and in recent years 
this preferred issue has been one of the 
more active investment securities of the 
Over-the-Counter market. 


Dividends on this preferred stock have 
been paid regularly in the twenty-five 
years simce the organization of the com- 
pany. Earnings did not have to be large, 
as corporation earnings go nowadays, in 
order to cover this preferred dividend, the 
annual requirements at the established 
rate of 5% (cumulative) amounting to 
only $244,524. However, the company’s 
record has shown a sizeable balance avail- 
able for dividends, the average balance 
available for the purpose in the six years 
to and including 1921 being approximately 
$2,500,000, or over 10 times the dividend 
requirement. 

American Thread’s type of operations 
necessitate maintenance of a compafa- 
tively large inventory. This fact, coupled 
with the great price collapse of two years 
ago, will largely explain the comparatively 
poor showing made by the company in its 
last two fiscal years. Thus, the final bal- 
ance of only $11,000 for the year to March 
31st, 1922, may be attributed in greater 
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MARK A. NOBLE THEODORE C. CORWIN 


NOBLE & CORWIN 


25 Broad Street New York 


Unlisted 
Industrial Stocks 


CONCOLEUM CO. 
Bank Stocks 


Telephone 1111 Broad 


t to readjustment of inventory account, 
onform with the new price scale which 
just about begun to stabilize itself at 
1c ending of this fiscal year. 
record of results for the fiscal year 
t ended should be available for publi- 
cation almost any time now. 


Babcock & Wilcox 


The Babcock & Wilcox Co., whose 
shares are quoted in the Over-the-Counter 
market (see list above), is quoted around 
110, scored another year of profitable 
operations in 1922. The income account 
for the year, recently issued, shows gross 
profits of 1.6 millions, and total income 
of 2.3 millions. After depreciation, taxes, 
etc., the net balance available for divi- 
dends was $1,732,207, or better by $350,- 
000 than in 1921. 

Babcock & Wilcox is one of the oldest 
equipment companies in the business. It 
was incorporated in 1881, or 42 years ago, 
and its products include water tube steam 
boilers for stationary and marine pur- 
poses, stokers, superheaters, economizers 
and accessories. Its works are located at 
3ayonne, N. J., and Barberton, Ohio. It 
has branch offices in most of the larger 
cities of this country, as well as in Ha- 
vana, Cuba, San Juan and Porto Rico. 

Over a period of years, the company 
has returned steadily good earnings. Thus, 
in the five years 1918-1922, inclusive, the 
balances earned and available for divi- 
dends on the stock were $18, $19, $15, $9, 
and $8 per share (in round numbers). 
These returns compare with the current 
dividend rate of $7 per share. 

The company’s forward business has 
held at‘a high level. It makes a practice 
of reporting unfilled orders at the begin- 
ning and end of each year, and the fol- 
lowing comparison of same is of interest: 


Dec. 31 Jan. 1 
$18,806,398 
$10,796,674 


Dec. 3t 
$18,806,398 
4,702,229 


t the current price of $110 for the 
stock, the offered yield is slightly more 
than 6%. Considering the scope of the 
'<anization and its proven earning power, 
this may be said to be an attractive yield, 
at least for investors in higher-grade 
Over-the-Counter stocks. 
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Securities and Commodities 
Analyzed in This Issue 


BONDS 

Bond Buyers’ Guide... .117 
Current Bond Offerings. . 162 
Dry Dock, E. Broadway 

& Battery Ist 5s 
Municipal Bonds 
New Security Offerings. . 
Southern Boulevard 


Third Ave. Ist 5s 

Third Ave. Ref. 4s 

Third Ave. Adj. Inc. 5s. 166 
Union Railway Ist 5s. . . 166 


Yonkers RR. Ist 5s... . 


RAILROADS 
Baltimore & Ohio 
Chicago, Rock Island & 

Pacific 


American Locomotive... 180 
Answers to Inquiries. . . . 152 
Famous-Players 


R. J. Reynolds Tobacco. 179 
U. S. Realty Co. 

F. W. Woolworth Co. . 
Waldorf System 


COMMODITIES 


International Tel. & Tel. . 130 
Third Ave. Ry. System. . 142 


PETROLEUM 


Standard Oil of Indiana. . 145 


Established 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 


N. Y. Cotton Exchange Bldg., N. Y. 
55 Congress St., Boston 





Orders executed for future de- 
livery on the following Exchanges 
of which we are members: 


COTTON 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 


On the New York Coffee and 
Sugar Exchanges, Inc. 


COTTON SEED OIL 


On the New York Produce 
Exchange 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 


STOCKS & BONDS 
On the N. Y. Stock Exchange 





























Q  8% 


always been promptly 
paid on the following 
TAX FREE preferred 


Converse 
Metropolitan Filling. . . 
New Haven Clock..... 


52 Devonshire St. 
Boston 





¢ 


stocks: 


Cut this out and mark those on 
which you wish detailed information 


Earnest E. Smith, Inc. 


Specialists in New England Securities 


TIME TESTED 


Regular dividends have 





Y 

















Bond Record 


We now have available for dis- 


tribution to investors a 24-page 








book showing 


ite eee Gh cal HIGHER GRADE MUNICIPALS 
* Interest 


low 1906 :to date) Rate 


Philippine Government 

New York City 

Oregon Highway 

Colorado Highway 

Federal Farm Loan (Springfield) 

Federal Farm Loan 

Cincinnati 

San Francisco 

Omaha (Water) 

West Virginia 

DP, GEE, esccccecccececsseeseseses 
i Ti cwccmewehedqenwasenwewid Reg 
St. Paul, Minn. Reg 
Di CED otvactencseutessensavesoncuba ° 
Oregon 

Canton, Ohio 

North Carolina Institutional. 

West Virginia 


Approximate 
Maturity Yield 
July 15, 1952 
March 1960/30 
April 1938 
June 1952/32 
May 1941/31 
Jan. 1953/33 
Jan. 1967/42 
py 1955 

ec. 15, 1941 
April 1938-40 
March 1838 
April 1956 
May 2, 1947 
Oct. 1938-38 
1932-44 
Oct. 1947 
Jan. 1962 
July 1944 
Oct. 1961 
thee te teen a deata wnat at March 1944 
Toledo, Ohio, School District . 1946 
Sayreville, N. J y . 15, 1923 
San Francisco 
North Dakota 
Youngstown, Ohio 
Atlantic City, N. J 
Washington 
Be Sh debut ddvcnsnennwonwcesesenceton 
i Me pe cicaechdaupetcketdabe « 06wes 
I, Gs Ge. cncccncescecccesivencsccese 
WHEE, TOE, cocccccccccccccencuce scence 
Cleveland, Ohio March 1949 
Maricopa County, Ariz June 15, 1930-32 
St Ph: ccrbndecepeceed made sesescnes “a 1931 
Nashville, Tenn. April 1926-27 
PE WU Seder coecesscscesusqecemeccoces Oct. 1950 
Oregon April 1939 

Deets Sarees, occccccsccece ‘ Jan. & Feb. 1924 
Cleveland, School District August 1931 
Chattamooga, Temm. .....cccccccccccsesccccce July 1937 
Minnesota 

Minnesota 

Denver, Colo., School District 
State of Texas 

New York City 

New York State 
High Point, N. C 

Detroit, Mich. 


Tax Status 
Maturity 

Interest, Dates 

Call Price (if any) 
Income Values 
Yields 


ie 


of the Active Railroad and In- 
dustrial bonds listed on the 
New York Stock Exchange. 


ZZ2Z2Z2 222222 ZZ zZzzz 


A free copy will be sent at your 
request. 


Floyd-Jones, Vivian & Co. 


INVESTMENT SECURITIES 
Members New York Stock Exchange 


14 Wall Street, New York City 


ZZZZZ2Z 


April 1941 
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8% 


A Well Secured 
Debenture Bond 
Yielding 87% 


offering unusual oppor- 
tunities for participation 


Jan. 1945 
1940 
5% 1944 





N—Legal for Savings Banks in New York State. 














ing been compiled with the aid of experts 
in the field who are constantly in touch 
with tendencies. Attention may be called 


UNICIPAL Bonds continued com- 
paratively dull during the two 
weeks of trading. The market 





in future surplus earn- 
ings. 

Security estimated at 
three million dollars in 
excess of total amount of 
Mortgage Bonds and 


Debentures outstanding. | 


Company under widely 
known and able manage- 
ment. 

Full description sent 


without obligation on re- 
quest for circular W-2. 
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might have responded more considerably 
to the greater success of the Government 
refunding operation, just completed, had 
it not been for the comparative weakness 
displayed in most securities in the invest- 
ment center. 

As brought out here before, there have 
been only comparatively small additions 
to the supply of municipal bonds in recent 
months, an abrupt halt having been called 
on the frenzied financing of political sub- 
divisions which aroused so much comment 
last year. As a result, dealers’ shelves 
are d'minishing in supply of this type of 
security, and the market as a whole 
(which .is largely controlled by demand 
and supply) seems likely to show the 
effects of this tendency before very much 
longer. 

Investors may again be advised that the 
list of municial bonds shown above repre- 
sents a very complete summary of the 
best to be had in the current market, hav- 


to the several comparatively short-term 


securities contained in the list which, for 


investors wishing to tide over the con- 
paratively uncertain investment period 
which we seem to be entering, may prove 
of immediate practical significance. 

The selection of municipal bonds suit- 
able for individual investment is not al- 
ways a simple matter. There are a cum- 
ber of factors to consider in comparing 
merits, including not only the usual! in- 
vestment specifications as 
yield, etc., but the position of the munici- 


pality issuing a given bond, the position 
of that bond in relation to the munici-f 
pality’s debt, the enforcability of the bond § 


or, to put it differently, its legal claim 


upon the taxable resources of the com-f 
Wherever it Ff 
investors encounter difficulty if 
determining these points to their satisfac JJ 


munity served, and so on. 
tending 


tion, the Municipal Bond Department wil 
be glad to offer its*assistance. 
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INVESTMENT MARKET DULL 
AND IRREGULAR 


Unlisted Market Follows General 
Trend of Other Markets and Little 
Interest Is Shown 


listed bonds continued with little 
interest taken in the high-grade 
ues for the time being, prospective in- 
tors apparently waiting, probably ex- 
cting slightly higher yields on their 
inds. Prices during the past few weeks 
ow an irregular tendency and a repre- 
ntative list of public utility issues show 
ns of less than a point in some in- 
nees offset by small losses among other 
ues. 
It is indicated that the decline of in- 
stment markets has been halted for the 
ie being at least. Market for unlisted 
lic utility issues, for instance, follow- 
the trend of other investment markets, 
s been in a state of apathy for more 
in two months and during that time 
ice changes have been small. The real 
sses from the higk prices established 
t year were made in the late months 
1922 and early in this year. New issues 
during the past few weeks continued much 
inder the rate at which they were com- 
ing out earlier in the year. This is a 
od sign as enabling the market to digest 
the many issues which came out earlier. 
Brokers in unlisted public utility bonds 
report that there is a tendency on the part 
investors to look for speculative bonds 
which offer prospects of enhancement in 
value in the near future based on indica- 
tions of better earnings. Certainly, earn- 
ings statements of the public utility com- 
panies for early months of this year do 
not show any falling off due to advanc- 
‘ of commodity prices. On the con- 
trary, the great majority of them report 
narked gains over the corresponding 
mths of last year. 
\mong the speculative bonds, the trac- 
ns, of course, seem to offer the most 
fertile field to those seeking these oppor- 
ities. The bugaboo of jitney compe- 
tition, while a considerable factor, is hard- 
calculated to displace the electrically 
ven street car as many predicted, and 
hin the next year or two current bond 
Ss among traction issues may seem 
tremely attractive, though it must be 
phasized that the suggestion is offered 
largely speculative. 
iverside Traction Co. first mortgage 
bonds of 1960, selling around 73, con- 
tute a first mortgage on properties 
ed and guaranteed by Public Service 
lway, subsidiary of Public Service 
rporation of New Jersey. Line runs 
m Trenton, N. J., to Riverton, and in- 
st on the bonds is being paid regularly. 
re are many similer speculative bonds 
the list. 


[) Sistea ie in the market for un- 


A CORRECTION 


in page 29 of the May 12 issue, credit 

* compilation of the graph appearing 

that page was erroneously given to 

Federal Reserve Board. It should 

ve been given to The Guaranty Sur- 

v which is published by the Guaranty 
trust Company. 
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$225,000 


Breckenridge, Texas 
5% School District Bonds 


Maturing June, 1925 to 1956 inclusive 
Payable at the Chase National Bank, New York 


Legality to be approved by Messrs. Clay & Dillon, New York City 
FINANCIAL STATEMENT 


Assessed Valuation (1922) 
Total Bonded Debt (including this 


issue ) 


Net Debt (less than 4%) 
Population - 12,000 


Breckenridge Independent School District, organized in 1904, is located 
in Stephens County, Texas, an unusually rich and thriving section of the 
North Central part of the State. 

These Bonds, voted by the people and issued for school site and build- 
ing purposes, constitute a direct, general obligation of the entire District 
which includes the City of Breckenridge, the County Seat, and considerable 
adjacent territory, comprising in all over 16,000 acres. 


Discount Prices to Yield 5.25% 























General Motors We have prepared a 
comparison of the eight 

Studebaker dividend-paying 

Packard 

Nash Listed 

Hudson Motor Stocks 

CRendior which analyzes in detail 


Hupp their operating results 
Moon and financial condition. 


A copy will be supplied free on request for MW-32 





NEWBURGER, HENDERSON & LOEB 


Members of New York and Philadelphia Stock Exchanges 


100 Broadway, New York - Telephone Rector 7060 


202 Fifth Ave. at 25th Se. 511 Fifth Ave. at 43rd Sc. 22 W. 33rd &. 


PHILADELPHIA: 1512 Walnut Street 


























In investing your sur- 

plus money, how much 

monthly income do 
you want? 


About $140 invested in 


Cities Service Co. 
6% Cumulative Preferred Stock 


will Pay you 
a dollar each month 


Cities Service Company, in April, 
1923, earned approximately 
$1,500,000 net on its Preferred 
stock, or over 314 times the divi- 
dend requirement. 


This stock may be purchased on 
a monthly payment plan. 


Send for Circular P-18 
CITIES SERVICE COMPANY 
Hen erty 
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60 WALL ST.) NEW YORK 
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WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carrted 


Ill Broadway, New York 


Members New York 
Stock Exchange 


BROOKLYN BALTIMORE 
186 Remsen St Keyser Building 














UNLISTED UTILITY BOND INDEX 
POWER COMPANIES 


nvest- 
ment Asked 
Grade Price 
Adirondack Power & Light Ist & Ref. 5s, 1950 
Adirondack Electric Power Ist 5s, 1962 
Alabama Power Co. Ist 5s, 1946.............++ dessqudensencsesee B.. 
Appalachian Power Co. Ist 5s, 1941..........seecesescencces — 
Appalachian Power Co. 7s, 1936 (Non-Callable) * 
Ashville Power & Light 5s, 1942 
Carolina Power & Light Ist Es, 1938 
Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941 
Colorado Power Co. Ist 5s, 1953 
Consumers Power Co, (Mich.) Ist 5a, 1936 
Electrical Development of Ontario 5s, 1933 ee 
Great Northern Power Co, Ist 5s, 1835.......ccecsesesrccccccees B.. 
Great Western Power Co. 5s, 1946......... ecccee Gece ccoccececoes Bee 
Hydraulic Power Ist & Imp. 5s, 1951........... enweeenesseseceecs ive 
Indiana Power Co. 734s, 1941........ceseee0s COdeCerecececceeese ee 
Idaho Power Co. . 
Laurentide Power Co. Ist 5s, 1946 ° ee 
Madison River Power Co. Ist 5s, 1985........+++.- seeeeencesies A.. 
Mississippi River Power Ist 5s, 1951 oe 
Nebraska Power Corp. Ist 6s, 1949........00---seceseseees eecee B.. 
Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 - 
Penn.-Ohio Power & Light 8% Notes, 1930............. Seuneeeees ite 
Puget Sound Power Co. Ist 5s, 1933 ” 
Salmon River Power Ist 5s, 1952.............- Sesesoeseesescoeses S.. 
Shawinigan Water & Power Ist 5s, 1934......... deeeetesesnedesee A.. 
Southern Sierra Power Co. Ist 6s, 1986........ bbeqnnsésneecusee ) 
Wisconsin Edison Co. 6s, 1924 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Ist 5s, 1960 

Burlington Gas & Light Ist 5s, 1955 

Buffalo General Electric Ist 5s, 1939 

Cleveland Elec. Ill. Co. 5s, 1939 

Cons. Cities Light, Power & Traction Ist 5s, 19€2 

Dallas Power & Light 6s, 1949 

Denver Gas & Electric Ist 5s, 1949 

Evansville Gas & Electric Ist 5s, 1932 a“ 
Houston Light & Power Ist 5s, 1931...... bbeeedensseeeedeeesete es 
Indianapolis Gas Co, Ist &s, 1952. 

Nevada-California Electric Ist 6s, 1946 

Oklahoma Gas & Electric Ist & Ref. 7%4s, 1941 

Oklahoma Gas & Electric Ist Mtge. 5s, 1929 

Portland Gas & Coke Ist 5s, 1940 

Rochester Gas & Electric 7s, Series B, 1°46 

San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939 

Syracuse Gas Co. Ist 5s, 1946 

Tri-City Railway & Light 5s, 1930........ ee 

Twin State Gas & Electric Ref. 5s, 1953 - 
United Light & Railway 6s, 1982.......... bideenuesiasebinede st _ 


TRACTION COMPANIES 


Columbus Street Railway Ist 5s, 1932 

Detroit United Railway Ist Coll. 8s, 1941 

Galveston-Houston Electric Railway Ist 5s, 1954 

Kentucky Traction & Terminal 5s, 1951 

Knoxville Railway & Light 5s, 1946 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 

Memphis Street Railway 5s, 1945 

Northern Ohio Traction & Light 6s, 1926 - 
Nashville Railway & Light 5s, 1953...... Coeccccccccecesccccceces a 
Schenectady Railway Co. Ist 5s, 1946........ceeeesecsscecccececs is 
Topeka Railway & Light Ref. 5s, 1953. ........0ceesceeeccecccees B.. 


HOLDING COMPANIES 


American Lt. & Trac. 6s, 1925 (Without Warranis)............... 
American Gas & Electric 6s, 2014 

American ‘Power & Light 6s, Series A, 2016 

Federal Light & Traction Ist 5s, 1942 

General Gas & Electric s. f. 7s, 1952 

General Gas & Electric Ist 5s, 1925 

Middle West Utilities 8s, 1940 

Standard Gas & Electric 7'4s, 1941......... 


TELEPHONE AND TELEGRAPH COMPANIES 


Bell. Tel. Co. of Canada Ist 5s, 1925 - 99 

Chesapeake & P Tel. Co. (Va.) Ist 5s, 1943 - 95% 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 be 934 
Western Tel. & Tel. Collateral Trust 5s, 1982 és 97% 
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THE BANKING SITUATION 
(Continued from page 151) 








sought at Federal reserve banks, so that 
on the whole the member banks have been 
able largely to “carrry” themselves, with 
only very moderate recourse to the -cen- 
tral institutions. 

This moderation probably would not 
have been possible, had it not been for 
the slowing down in the demand for credit 
has apparently made itself evident. Such 
slowing down could be feasible only in 
the event that business was already fairly- 
well financed. The fact that it is so fully 
financed has been largely due to the cir- 
cumstances that not a few institutions 
have been disinclined to expand beyond 
the point where they were convinced they 
were safe in taking on new commitments 
for materials and equipment. Another 
factor in the situation has been the cir- 
cumstance that prices have apparently 
turned the corner, at least for the time 
being, and are now, in some important in- 
dustries, receding. The effect of such re- 
cession is naturally seen in a downward 
movement of the quantity of funds re- 
quired to carry a given volume of busi- 
ness. These considerations account for 
the view, entertained by some, that, with- 
out increases in discount rates, it will be 
possible to exert a sufficient check upon 
credit expansion. 


The. Crop Situation 


As to this, a good deal will depend upon 
the crop situation. Just how much credit 
the farmer is likely to need during the 
coming season in order to put in, culti- 
vate, harvest and market his crop is still 
uncertain and there are new elements of 
uncertainty that have not appeared in the 
past. Among them, is the fact that the 
farmer is financing himself today so 
largely through cooperative associations 
the scope of whose demands for credit, 
as compared with demands under the old 
system, is still uncertain. European de- 
mand for, and ability to liquidate, takings 
of food products and cotton, will also 
have an important influence in determin- 
ing the extent to which it is necessary to 
go in carrying agricultural operations. 

It would be too soon, then, to come to 
the conclusion that the credit strain, which 
appeared to be developing so distinctly a 
month ago, has been relieved. At best, 
the relief is likely to be temporary, un- 

prices are now started upon a pretty 
iystantial period of decline. Judgment 
s to this must be held in abeyance for a 
tle time longer. 


The Gold Export Prospect 


\nother new factor in the banking sit- 
uation which is likely to exert an impor- 
tant influence in the early future is the 

old outlook. Recent statistics have seemed 

Show that a time had come when our 
alance of trade was about exhausted and 

hen, therefore, gold exports were likely 
© set in. Undoubtedly they would prog- 

* considerably at the present time, if 

were not for various artificial factors 
which tend to hold them back. One of 
these is the receipt of large payments for 
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Goodrich quality is maintained in every Silvertown 
Tire. No two grades. No several brands. The 


same tough, practical, anti-skid tread, the same 


re-enforced sidewalls, the same Silvertown strength. 
There is just one word that means a cord tire— 
SILVERTOWN. The best when it was the only 
cord tire, it remains the best when there are many. 
THE B. F. GOODRICH RUBBER COMPANY 
ESTABLISHED 1870 


In Canada—The B. F. Goodrich Rubber Company, Ltd. 


Toronto + Montreal + Winnip-g 





(Goodrich 
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U.S.RUBBER 


A complete survey 

of the Premier 

Rubber Manufac- 
turing Company. 


Copy upon request 


LAMBORN, 
HUTCHINGS 
& COMPANY 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New Y ork Coffee & Sugar Exchange 
London Produce Clear ng House 
Chicago Board of Trade 


7 Wall Street, New York 
Whitehall 3700 




















| “One good in- 
vestment is 
worth a life- 
time of sav- 

ing.” 
2. H. Harriman 


The Booklet pictured 
above clearly defines 
every point of a “Good” 
First Mortgage Real 
Estate Bond as an in- 
vestment. 


This booklet will be 
mailed upon request. 


Caldwell & Company 


Investment Bankers 


708 Union STREET 


Nashville ‘Tennessee 


New York Detroit New Orleans Chicago 
Knoxville Birmingham St. Louis 
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interest on our foreign obligations such 
as those that are now being made by the 
Government of Great Britain. If, in spite 
of these, we should reach the point be- 
fore mid-summer at which our specie be- 
gins to move abroad, the result would be 
to curtail the volume of credit available 
in this country and, accordingly, to tend 
to increase rates of interest and to “slow 
down” prices in a still more pronounced 
way than heretofore. Probably the ten- 
dency in this regard will become fairly 
evident in the next month or less. Mean- 
time, the banking situation is undoubtedly 
in a transition period as may bé seen by 
reference to the diagrams printed here- 
with which reflect the curiously fiuc- 
tuating and uncertain tendency both in 
reserve-bank assets and liabilities as well 
as in those of the member institutions. 
The trend on the whole is still somewhat 
toward higher levels but at a reduced rate 
with collateral indications which suggest 
undoubted possibilities of actual recession. 





SIGN-POSTING THE 
ROADWAY 
(Continued from page 138) 








policy which distinguishes the similar 
operations of a strong public utility. By 
financing I mean the proper choice and 
diversification of your investments, and 
the purchase of them at such times when, 
according to your study and knowledge, 
circumstances are most favorable. If, 
from your accounts and budget, you know 
that you will have $500 to invest this 
next year, capitalize your potential earn- 
ing ability in much the same manner that 
a corporation issues stock. 

The suggestion that I have to offer for 
accomplishing this “capitalization” in- 
volves a relatively simple procedure which 
has borne highly satisfactory results in 
my own case, as I shall show you by 
way of conclusion. Go to your banker, 
as I did, tell him that you will have 
$500 to invest this coming year, and 
ask him to lend you that amount on a 
demand note, using as collateral some 
of the securities you now own, to- 
gether with the ones you propose to 
purchase with the $500. I venture to 
prophesy that, not only will he grant 
your request, but he will also help and 
advise you in the proper selection of 
your purchases. 

Now, let us see what happens after 
you have secured the loan. Each month 
the interest and dividends you have re- 
ceived that month, added to what you de- 
cide you can save, are applied as “curtail” 
on the note and at once earn 6% inter- 
est. This amount of curtail “earns” the 
interest because you are only paying the 
bank interest on the balance of your note. 
You will notice that I have specified a 
demand note for your loan, for the rea- 
son that most banks will not accept par- 
tial payments on time notes without the 
formality of making out a new note. 
When once you. have established proper 
relations and credit with your bank, this 
method, within the limits of my own ex- 
perience, is most flexible and permits the 
instant investment of savings and the re- 
investment of interest and dividends at 
6% without the loss of a day. 


Then, too, when once you have started 
paying off a note in this fashion, it be- 
comes a game to see how much you can 
apply to it each month, and it proves to 
be an absolutely painless operation to 
send the bank the necessary check. Still 
another advantage of this system of sav- 
ing is that you never need miss a really 
good investment opportunity, for, with 
your credit firmly established, the bank 
will increase your note to-enable you to 
take advantage of the opportunity. If 
the bank will not do this, you can almost 
rest ‘assured that it is not the kind of 
opportunity that we modest savers should 
embrace. 

All of this is fine theory, you will 
probably say, but what has it actually 
done in a representative case? The re- 
cent war had its points, but.it left me, in 
common with several others, on the under 
side of a pancake that had been harslily 
treated; flat, in other words, with no 
job, no money, and three-fourths of an 
education. Through borrowing and hard 
work, I finished the last year of a technical 
course, and, thanks to the army this time, 
landed a job at $175 per month, which 
job I still hold. Then (stroke of genius!) 
I married, and began really to watch the 
pennies. 

Watching the pennies involved the 
proper investment of the $3,000 my wife 
brought into our “Capital,” which now 
totals $4,584.45. This means that in -the 
space of something over a year and a 
half since I finished college, we have ac- 
cumulated through the turnover of judi- 
cious investments, and from savings, in- 
‘terest, and dividends some $1,500, besides 
paying off an old note for $375. It is 
only fair to qualify these figures by 
stating that part of the time I have been 
on an expense account, so that my gross 
income would run about $250 per month; 
in addition, in the last year I have made 
some $200 through outside work. How- 
ever, our average monthly increase in 
capital has been $83.50. 

The securities which we now own ott- 
right, or are paying for through notes are 
the following: 


22 shares U. S. 


i 


Steel pfd. 
Ky..& W. Va. Power Co. 
pfd. 
Phila. Co. common. 
American Woolen common. 
5 No. American Co. rights. 
Utah Securities Corp. common 
Danish Consolidated Municipal 
Loan. 
Standard Gas & Electric Co. Gold 
Note. 
$500 Midvale Steel 5, 1936. 
$1000 Public Serv. Corp. N. J. 5, 1959. 


“ 


“ 


Granting that I have had exception- 
ally good fortune in the choice of a 
wife and a job, I give much credit for 
the progress we have made to a care- 
ful keeping of accounts, serious study 
of financial literature, and a definite 
system of saving and reinvesting in- 
come through the method I have set 
forth. A continuation of the same gen- 
eral plan should bring Old Man Financial 
Independence around to see me before 
the twenty-five years have elapsed that 
= bring me to the critical fiftieth birth- 

y. 
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SCHOOL FOR TRADERS 
AND INVESTORS 
(Continued from page 134) 








eration are persistently selling the stock 
numerous scattered buyers who have 
common interest in the issue, but are 
‘ying it because trade reports are favor- 
le, or because its dividend return ap- 
rs fairly attractive in comparison with 
her similar issues. 
In this comparison on the action of a 
ck under accumulation or distribution, 
. point I wish to make is that there is 
mystery with regard to the conclusions 
t may be drawn from its behavior, but 
it this conclusion may be the result of 
careful and detailed study of the action 
the stock, together with the action of 
her stocks of a similar character, and 
illy, the action of the market as a 
iole. It may also be influenced by in- 
imerable observations made previously, 
the same stock, or other issues, under 
milar circumstances, or at somewhat 
mparable stages of the general market 
cle, and that success in judging the price 
trend is not determined by any “instinct,” 
it by serious analytical study of the 
problem. 
H. J. W. 

the im 
eh a THE SHIPPING SITUATION 
udi- IN BLACK AND WHITE 

in- (Continued from page 123) 


sides 














nomic. Its isolation has occurred at a 
time when, in the opinion of some, Euro- 
pean nations could not have humanly‘ 
avoided demoralization; when, too, this 
country could not have avo:ded prosperity ; 
nevertheless, the contrast between demo- 
ralization, over there, and prosperity over 
wre has exerted a vivid effect on the 
American imagination, and it seems calcu- 
ated to discourage any extension of aid 
abroad, at least for a lengthy period. If, 
go further, a restoration of Europe’s 
buying power must be predicated upon 
friendly cooperation between foreign na- 
1s and our own, then progress seems 
kely to be equally well blocked by re- 
nt events. We have set up a Tariff Wall 
(however ineffectual) against Europe’s 
ods; we have set up an Immigration 
all (thoroughly effective) against her 
or; we have refused to meet with her 
representatives in the League (although a 
newhat vague effort is being made to- 
ird the same end, which resolves itself 
) renaming the League an “Interna- 
nal Court”); we have hoarded the gold 
ich European nations paid us under the 
ress and exigencies of war.* These, and 
lozen other rebuffs tendered Europe by 
* American Government since the war 
ircely seem calculated to foster the re- 
ons that would be essential to inter- 
operation. 
As to the existing surplus of ship ton- 
ge, and the theory of “Government 
mpetition,” somewhat less discourage- 
ent might be warranted than appears to 
ist. Excerpts from the remarks of 
resident Farrell indicate how illusory the 
cures on Existing Ocean-Going Tonnage 
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Time to Re-tire ? 
(Buy Fisk) 
Trade Mark Reg. U. 8. Pat. Of. 





CORD TIRES 


of Known Quality 


More rapidly than ever, this fact is finding 
a permanent place in the minds of this 
country’s car owners—Fisk Cords have 
created a new standard of tire service. 


There’s a Fisk Tire of extra value 
for every car, truck or speed wagon. 
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| THE VEST POCKET BOOKKEEPER 


AND SHORT CUTS IN FIGURES 
By F. M. PAYNE 


A simple and concise method of practical Bockbesping 
with complete instructions for the correct keeping 

books of accounts, and numerous explanations and forme 
used in commercial business, showing an entire set of 


books based upon actual transactions. How to take off 
a trial balance sheet, and finally close and balance 
accounts. A working model of elementary bookkeeping 
and modern methods of accounts. 

This new popular work is considered by experts as 
the most thorough and perfect self-teacher now published. 
The work covers the re of bookkeeping in « 
form readily understood by both novice and business 
man. 160 pages, size 3 x 5% inches, bound in Leatherette. 

BOOK DEPARTMENT 


The Magazine of Wall Street, 42 Broadway, N. Y. 























Sell inves:ments to people 
who have money to invest. 


You will find the description of an 
easily reached, concentrated invest- 
ment market in the BLUE BOOKLET 


just issued. 
BLUE BOOKLET—FREE 


It describes a 175 million dollar pur- 
chasing power. 

A request on your letterhead will 
bring this BLUE BOOKLET—an _in- 
valuable sales aid without charge. Tear 
out the coupon now to remind you. 

Just ask for Blue Booklet—V-3, 
Harold Bradley & Co., Publishing Dept., 
219 E. Superior St., Chicago, Illinois. 


—— Clip Of Here@ = = =e] 


MEMO 

Write HAROLD BRADLEY & CO., 219 E. 
SUPERIOR STREET, CHICAGO, ILLINOIS. | 

Please send me a BLUE BOOKLET, V-3, gratis. 

















How I Trade and 
Invest in Stocks 


and Bonds 


By Richard D. Wyckoff 
Editor of The Magazine of Wall Street 


The man who has conducted 
his own business successfully has 
not had time to delve into the 
principles that underlie invest- 
ments. He therefore must rely 
upon those who have studied the 
subject from every angle. 


As Editor of THE MAGAZINE 
OF WALL STREET, Mr. Wyckoff 
has come in active contact with 
the mistakes of the average secur- 
ity buyer, and has developed into 
successful investors many thou- 
sands of business men who had 
lacked the necessary training in 
the principles of security values. 


Send this coupon in today 
THE MAGAZINE OF WALL STREET, 
42 Broadway, New York. 
Gentlemen :—Enclosed find $5. Send me 
HOW I TRADE AND INVEST IN 


STOCKS AND BONDS, by Richard D. 
Wyckoff. 





may be. As for “Government Competi- 
tion,” ship operators and shipping experts 
are frank to admit that the operations of 
the Government Shipping Board have 
been on a non-competitive basis, insofar 
as it has lain within the power of the 
Board to render them; and the continued 
functioning of the fleet, pending ultimate 
withdrawal of the Government from the 
shipping business, has permitted mainte- 
nance of shipping routes which it would 
be disasatrous for this country to forfeit. 
In due time, it is believed, plans will be 
devised by which the Government vessels 
may be liquidated, with a minimum of 
injury to private industry and the Gov- 
ernment itself; meanwhile, as has been 
pointed out, they perform an essential 
function. 

Considering the pros and cons outlined 
above, we have something of a deadlock 
in the trans-Atlantic shipping situation 
which only time can solve. The magic 
wand that will solve the problem of Eu- 
rope’s more or less defunct buying power 
and, at the same time, the equally great 
problem of America’s excess tonnage, will 
be the key to the problem; but realizing 
the intricacies involved, few persons are 
willing to predict any early recovery. 
Meanwhile, of course, the industry seems 
due for a protracted period of dulness, 
with the earnings of our shipping con- 
cerns continuing on a starvation basis. 


One Bright Spot 


One bright spot in the American ship- 
ping world, which gains in brightness be- 
cause of the gloom elsewhere, is the boom 
in inter-coastal traffic. This traffic—which 
consists in transit of goods from coast to 
coast, via the Panama Canal—has gained 


enormously since the war, and is setting - 


up new records month by month. The 
graphic charts accompanying this article 
which deal with Canal traffic, may be 
augmented by noting that, in the first nine 
months of the fiscal year to July, number 
of ships transiting the Canal in 1922 was 
2,035, and in 1923, 2,727; the Panama Ca- 
nal net tonnage in 1922 was 8,439,000, and 
in 1923, 14,433,000; the cargo tonnage was, 
in 1922, 7,703,000, and in 1923, 13,019,- 
000; while Canal tolls in 1922 were $8,- 
297,228, and in 1923, $11,759,001. 

Of the American ships transiting the 
Canal, and measuring our inter-coastal 
traffic, note that the total westbound tran- 
sits in March last were 85, against only 
3 in the same month of 1920, while the 
net tonnage grew from 8,104 to 479,786, 
and the cargo tonnage from 7,650 to 237,- 
564. In eastbound traffic, number of tran- 
sits grew from 9 to 71, and net tonnage 
and cargo tonnage in like proportion. 

Approximately 3 out of every 4 U. S. 
Registry vessels transiting the Canal dur- 


‘ing March were engaged in inter-coastal 


traffic, the preponderate cargo carried 
westward being manufactured goods and 
eastward, mineral oils. It is interesting 
to note the amazing jump in eastbound 
shipments of mineral oils, measuring the 
jump in California production: whereas 
mineral oils carried in March, 1921, to- 
taled 24,000 long tons, a total of 540,049 
were carried in 1923. 

The boom in inter-coastal shipping has 
been due to certain rate advantages coast- 
wise shipping has enjoyed over trans- 


continental railroads. How long the rate 
discrepancies will exist is a matter of 
doubt, in view of the efforts toward rate 
readjustment on _ transconinental _ lines. 
While the rates do last, the private com- 
panies engaged in this business will con- 
tinue to pile up satisfactory profits. 





THE SPECTER BEHIND 
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been seen in the textile and steel indus- 
tries which have evidently reached their 
peak. z 
If further hesitation in new buying 
manifests itself, we may logically expect 
a reduction in mill operations to conform 
with the lessened demand. In the mean- 
time, unfortunately, many plants have not 
only increased wages and supplied them- 
selves liberally with raw materials at high 
costs but have added new physical facili- 
ties to take care of the overflowing de- 
mand. Dwindling activity in production 
would automatically increase the cost of 
production with the result of lowering 
profits. This is a situation which will 
probably develop in the next few months. 
As long as production continues at a 
high rate and new orders keep coming in, 
the manufacturer can afford to increase 
his wages and load up with inventories. 
But if demand commences to fall off, as 
it is now apparently doing and produc- 
tion has to be curtailed, the good margin 
of profit which existed formerly must 
give way to a situation less favorable. 
The cautious manufacturer is already 
hauling in his reefs. Witness Ford who 
cancelled some orders for steel, the Ward 
Baking Company which is trying to cut 
wages and the virtual lockout which is 
commencing in the building industry. Also 
note the incipient buyers‘ strike against 
sugar which, by the way, was a signal 
reminder of the fact that the American 
public is in no mood to pay high prices. 


Foreign Trade 


A very significant situation is arising 
in connection with our foreign trade bal- 
ance which has shrunk to negligible pro- 
portions. Despite the high tariff rates, the 
volume of our imports has been steadily 
rising until they now more than match our 
exports. The rest of the world is evi- 
dently finding the American market a good 
target to shoot at and it is quite clear 
that we must face the brunt of foreign 
competition right at home. 

As long as domestic demand is large 
enough to take care of both home and 
foreign production, the rise in imports is 
of no especial importance. But if home 
demand falls off, and American producers 
are forced to curtail operations, the flood 
of foreign imports will begin to have a 
far-reaching importance. 

The stock market has evidently taken 
all these conditions into account and evi- 
dently is a good measure of what is to be 
expected. The question now arises as to 
the possible extent of the decline in busi- 
ness. On this score, many reassuring 
things can be said, for while a reaction is 
inevitable, it is clear that the limits which 
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it will reach will be far above those 
reached in the 1920-1921 depression. 
In fact, in many ways such a reaction 
could be welcomed on economic grounds 
s a stabilizer of conditions. One thing 
that it has already accomplished has been 
the elimination of the speculative impulse 
which was growing so dangerous a month 
so back. Furthermore, it is likely to 
-emind business men that a policy of con- 
ervatism will be a satisfactory asset at 
this time. Finally, it will undoubtedly 
1eck inflation which, as everyone realizes, 
beneficial only temporarily and ulti- 
itely must have disastrous consequences. 
[he reaction in business, in a word, 
mes in time to conserve what’ is most 
sting in the boom and also to weed out 
sound and dangerous practices. Alto- 
ther we have reached a healthier stage 
business, evén though the actual volume 
business will be somewhat smaller. 
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selling or promotion scheme in any lo- 
cality. 

Among some of the concerns against 
which we warned people were the fol- 
lowing: 

The James Elliott Business Builders; L. 
R. Steel enterprises; Selznick Pictures 
Corporation; Petroleum Producers Asso- 
ciation, which includes Dr. Frederick 
Cook, S. E. J. Cox, W. P. Welty, H. S. 
Henniger, H. O. Stephens and L. A. Mc- 
Kircher; Rever Oil Company; General 
Lee Development, and Texas-Mexia Drill- 
ing Syndicate. The officers of these oil 
schemes were all recently arrested by the 
authorities for misuse of the mails, and 
are now under bond to appear for trial. 


A Warning That Was Justified 


The Elliott Business Builders have gone 
into the hands of a receiver and the stock- 
holders are wondering if they will ever 
get any of their money back. 

Our warnings against the Selznick en- 
terprise brought forth some criticism from 
cities where these people had promised to 
build large studios and where they were 
putting on strong stock selling campaigns. 
To these criticisms we replied that it 
would not be long before .Selznick crashed. 
This was as early as January last. Our 
warning and subsequent prophecy of this 
concern has proven to be correct. 


Purpose of the I. V. C. 


The purpose of the Investors’ Vigilance 
mmittee, Inc., is to protect the public 
gainst fraudulent and worthless secur- 
es. Our efforts have been well rewarded 
d we have the satisfaction of knowing 
hat we have in many instances saved 
rge sums for communities, and that 
any communities are now co-operating 
with us in a most satisfactory manner. 
Dut this does not satisfy us. We want 
every city in the United States and Can- 
ada to work with us in such a way that 
it will be impossible for the vendors of 
worthless securities to exist. 
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The Strength of 
. Nation-wide Ownership 


HE American Telephone and Tele- 

graph Company has over 250,000 
stockholders including more than 
47,000 Bell System employees. Be- 
sides, about 100,000 employees are 
now paying for stock on a partial- 
payment plan. 


These facts explain in part why the 
company is such a stable institution 
—why its success based on efficient 
and hard work will continue and 
why it is financially strong. 


A. T. & T. derives the greater part 
of its revenues from its holdings in 
the Bell System. These révenues, 
added to its other earnings, enable 
it to pay 9% dividends on its stock 
which is a safe investment. 


This stock can be bought today in the open 
market to yield about 7%. Full information of 
this investment will be sent on request. Write. 





BELL TELEPHONE 
SECURITIES CO. ine 


D.F. Houston, President 


195 Broadway NEW YORK 


























MONEY MAKING BOOKS FOR YOU 


—that should be in every investor’s library 

Financial Independence at Fifty, by Victor de Villiers Price $2.00 
Putting forth clear methods whereby large and small investors may become 
independent without taking chances, or depending on luck or accident. 
28 chapters filled with correct plans of investment in all classes of securities 
and markets. 

Investing for Profit, by G. C. Selden Price $1.31 
This book is based on sound practical common-sense knowledge. It tells 
the reader the fundamentals involved in investing for profit. Written by 
the former editor of this publication. 

The A. B. C. of Bond Buying, by G. C. Selden Price $2.00 
Showing the average investor how he may judge bond values. A simple clear 
book of facts and principles which every bond buyer needs as a background 
and basis in the examination of any bond. 

—SPECIAL OFFER TO SUBSCRIBERS— 
Orders received during May will be subject to a discount of 20% off of 
the list price. Address Book Department 


MAGAZINE OF WALL STREET 42 BROADWAY, N. Y. 


Books sent on approval 


























i REDUCTION 
OF RISK IN 
INVESTMENT 
PRODUCTIVENESS 
AND PROFIT IN 
MANAG EMENT 


Credit Where Credit 
is Due 


The business man is a frequent 
user of bank credit. His business 
is subjected to a keen scrutiny by 
his banker to determine the sound- 
ness of the projects he contem- 
plates and the ability of the busi- 
ness to assume and discharge the 
indebtedness involved in the finan- 
cing. The banker must see the 
business as the owner sees it if he 
is to recognize the possibilities for 
profit that are apparent to the 
owner. 


AVRAM EXAMINATIONS 
AND REPORTS disclose the un- 
derlying conditions that the banker 
should know when his aid is 
sought. They present the facts 
that govern him in his decisions. 
It is necessary that he have them 
if he is to render the service asked 
of him. It is vital to the business 
man that these facts be brought 
out if he is to receive the full mea- 
sure of financial assistance his 
business merits. 


The banker wants facts. The busi- 
ness man must supply them. We 
shall be glad to tell both how Avram 
Examinations and Reports bring 
them out. Write us for details. 


M-H-AVRAM:£-COMPANY 
360 Madison Avenue- New York 


Management and industria) Engineers 


SERVICE 











HOW I WOULD SOLVE 
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Should War Risk Be Converted? 


I thoroughly enjoy your magazine,and have 
been benefited thereby. Your articles on in- 
surance are splendid. I am 30, widowed, one 
child age four, and carry $2,000 20-year En- 
dowment maturing 1930; $5,000 Life, 20-pay- 
ment from 1919, and $5,000 War-Risk Insur- 
ance as yet to be converted. I expect to 
convert my last policy within the time limit 
into a straight life. The, latter two policies 
are, of course, Government. Do you favor 
sonverting the War-Risk Insurance immediately 
to save yearly premium rate, or hold until 
time limit and then convert? It seems fifty- 
fifty to me with a saving now on yearly 
premium that would require years to absorb.— 
H. H. E., San Marcial, New Mezico. 


Perhaps the only point in your letter 
which needs a reply on insurance matters 
relates to the question as to whether you 
should convert now your War-Risk Insur- 
ance or wait until the time limit expires. 
This is largely a question to be answered 
by your pocketbook. If you can afford 
to do so, I would certainly say that it 
should be done without delay. The sooner 
it is done, the less will be the ultimate 
cost to you for your insurance. I there- 
fore always recommend the more thrifty 
course, whereby permanent insurance is 
taken by young men at the earliest pos- 
sible date. 


How Much In Annuities? 


I have made quite a search but have not 
found this information. From the articles in 
the MAGAZINE OF WALL STREET, I judge you 
have men on your staff who know where the 
information can be obtained, or, who can work 
it out themselves. It might be repetition, but 
I for one would be glad to see a large com- 
prehensive article covering these points in a 
future issue of your magazine—R. G. E., 
Hilisdale, Mich. 


There is very little question but that 
an annuity from a sound “old line” life- 
insurance company is a safer form of in- 
vestment even than bonds of the so called 
“gilt-edge” order. The only bonds which 
might be preferred are those of the gov- 
ernment, for there is scarcely any form 
of institution stronger or safer than a 
well selected life-insurance company. 

Now as to the advantages of annuities: 
The money comes to you regularly with- 
out trouble cn the day it is due, by check. 
I do not know whether your income 
makes you liable for income tax, but no 
tax is payable on an annuity payment un- 
til the amount of the payments received 
equal the capital invested. 

The return is immensely greater than 
can be obtained on bonds for the very rea- 
son which you state—namely, that the 
principal is lost in event of death. 

Lastly, the annuity purchase, since it 
relieves all anxiety regarding further in- 
vestment, and continues during life, has 
an actual tendency to prolong life. 

While the foregoing is in favor of the 
purchase of an annuity, we nevertheless 
do not recommend any man to place all 
of his savings in this particular form. 
You could purchase an annuity of $1,000 
a year for a little more than $10,000 at 
your present age. The other $10,000 you 
can invest at approximately 5% interest 
with safety. On the whole, this is the 
recommendation which we would give. 


Your Securities 


May Be Sacrificed 


Inheritance Taxes 
When the inevitable time comes 
that your affairs become the af- 
fairs of your Estate, one of the 
first things your executor must 
do is provide Cash for payment 
of your Federal and State In- 
heritance Taxes. 

To secure sufficient ready money 
your choicest securities, real es- 
tate.or other property may have 
to be sold regardless of market 
conditions, perhaps at a serious 
loss. 

This contingency may be elimi- 
nated by a guaranteed contract. 


Inquiries invited. 


William M. Carroll, Jr. 


253 Broadway New York City 
Barclay 6025 


























ANNUITIES 


INCOME FOR LIFE 
GUARANTEED 


$100,000,00 Consideration 
Age 60 pays 9,900.00 yearly 
65 pays 11,700.00 yearly 
70 pays 14,000.00 yearly 


No Income Tax to pay. 


Detatle furnished on request. 


ROBERT A. SASSEEN 
115 Broadway, New York 


Telephone 5959 Rector 
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COMPANIES THAT 
SHOULD FARE WELL 
IN DEPRESSION 


(Continued from page 125) 








nd of last year it applied 20 millions from 
the surplus account to the reduction of 
he “good-will” item from 50 to 30 mil- 
ons. It also paid off 10 millions of pre- 
rred out of earnings without refinancing. 
[This extreme conservatism indicates 
that holders will probably have to wait 
, considerable length of time before 
seeing tangible returns in the form of 
a higher yield on investments made 
at the present price level. 


GENERAL BAKING CO. 


The remarkable record of this com- 
any appears to be the result of a com- 
ination of extremely efficient manage- 

ent and of a fundamentally sound busi- 
ess. The bread business is basic, and 

lume of sales is practically unaffected 
y changes in the level of business pros- 
perity. At the same time, stocks of fin- 
shed goods are necessarily light, by the 
nature of the business. The only thing 
that keeps inventories up is the necessity 
of carrying large stocks of flour, ‘to as- 
sure uninterrupted operation. In some 
bakeries, these stocks amount to as much 
1s six months’ supply, though the larger 
the company the better it can coordinate 
its internal arrangements so as to assure 
the maximum flexibility and certainty of 
supply without tying up excessive amounts 
in inventories. 

Sales for the first quarter of this year 
are 15% in excess of similar figures for 
last year, and earnings for the year should 
¢ better, in view of the new bakeries 
which the company is constructing or pur- 
chasing. This expansion is being financed 
out of earnings without appeal for addi- 
tional capital. While this policy will tend 
to keep dividends from being increased 
for the next year or so, in the long run 
the values being built up will be re- 
flected in the action of the stock. This 
should compensate for the present low 
yield of slightly over 5%. 


R. J. REYNOLDS TOBACCO CO. 


This company has a remarkable record 
{ dividends on the common stock, in 
cash, scrip and stock. By means of suc- 
essive stock dividends and sale of some 
tock in 1918, the number of shares out- 
tanding has been increased from 100,000 
t the end of 1917 to 3,200,000 at the 
resent time. This growth has not been 
nhealthy, however, as the company has 
een rapidly growing with the develop- 
ent of the tobacco industry, and improv- 

g its position as against competitors be- 
ause of the high quality of its manage- 
rent. 

The business itself is of a very stable 
character, volume of sales showing little 
tendency to fall oft in bad times. The 
one weak point is the necessity of carry- 
ing relatively huge inventories. At the 
end of 1922, for instance, this item 
amounted to nearly 73 millions out of 
total gross assets of 117 millions, and 
constituted over 82% of the working 
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“Capitalizing Your Life Insurance.” 


NEW booklet issued by this Company explains 
briefly and simply how to utilize a life insurance 
policy for creating a trust fund. 
The plan does not require large cash capital, but enables 
salary workers or those enjoying limited incomes from 
other sources to set up a fund which will provide in- 
comes for dependents. 


Copy of booklet and full detail will be furnished upon 
request at any office. 


UNITED STATES 
MORTGAGE & TRUST COMPANY 


CapITAL, SuRPLUS AND UNDIVIDED 


ProFits, $7,200,000 


55 Cedar Madison Ave. Broadway 125th Street 
Street at 74th Street at 73d Street at 8th Ave. 


NEW YORK 




















Your 
Credit Position 


F you are a manufacturer, a wholesaler or a 

retailer, you are confronted with the problem 
of properly financing your business. It is essen- 
tial that you have available a constant source of 
adequate working capital. 


Whether your business is worth $100,000 or 
$10,000,000, it is important that you build and 
improve your credit position with banks and 
investors. 


We are in a position to render to business men 
and corporations an efficient and willing service 
in the matter of temporary or permanent 
financing. 


You may consult our officers regarding financial 
affairs without putting yourself under any ob- 
ligation whatsoever. 


Metropolitan Finance 
CORPORATION 
9 East 40th Street 33 $3 New York 






































Are You 
Swimming 


ith The Tide? 


The great rise and fall in the values of listed securities over 


periods of varied length may well be compared to a powerful 


under-current, which pervades the entire market and is always 


flowing (or getting ready to flow) in one direction or the other. 


The immense advantage of going with the stream is obvi- 
ous to any investor, but yet how many suddenly find them- 
selves bucking the tide—battling against the powerful flow of 
the market's trend—by assuming a long or short position at 


the wrong time. 


No man or organization is infallible in predicting market 
values, especially the mowemenin of individual stocks, but the 
Richard D. Wyckoff Analytical Staff, because of its facilities 
and its intensive study of underlying market conditions, has 
attained a degree of accuracy which makes an Associate Mem- 


bership a highly profitable investment. 


Why not secure expert counsel in a matter of such vital 


importance as your investment transactions? 


THE 

RICHARD 

D. WYCKOFF 
ANALYTICAL STAFF 


42 Broadway, New York. 


The cost of Membership is an incidental 
factor when compared with the 


What can your staff do for me? 

1 am interested in © Investments Co, 

for a long pull or © trading or Up 

& both. Ww 
(Mark the ones you are interested in.) 

My present holdings and available capital total 

approximately $ 

This is to be held in strictest confidence by you. 

1 understand there is no charge or obligation in send- 
ing for this information. 


profits obtained and the losses 

avoided. 
Send in the cou- 
pon today for 
details. 


Address 


City and State........ CL RNR 
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capital. It is evident that this would be 
an unfavorable feature in the event of a 
rapid break in tobacco prices, because of 
the write-offs that would be made neces- 
sary. 

These prices tend to be stabilized, how- 
ever, because the commodity is sold at 
periodical auctions, like wool, instead of 
in a daily market like cotton. For this 
reason, the only loss Reynolds might suf- 
fer would be its decreased ability to com- 
pete with concerns which bought their 
tobacco cheaper, in the event of a price 
decline, and the possible necessity of cut- 
ting prices and consequently profits to 
meet this competition. On the other hand, 
the business is largely based on trade- 
marked goods which retain their attrac- 
tiveness to’ buyers to some extent irre- 
spective of price, so that the effect of 
competition is dulled. The margin of 
earnings above current dividends and 
the possible improvement in the for- 
mer seem to justify holding the stock 
at the current price level. 


AMERICAN LOCOMOTIVE Co. 


The railroad equipment industry has in 
the past fluctuated widely over a period 
of years. Since 1914, this company has 
on two occasions failed to earn anything 
on the common, and in another year 
earned $1.30 a share. In three of these 
years, however, the company earned $30 
or more per share of common. 

The company usually books its busi- 
ness many months ahead, and hence is 
one of the last to suffer from depression 
and one of the last to recover from it. 
The relatively good showing of 1921 and 
the poor showing of 1922 illustrate this 
point. At the present time the company 
is believed to have enough orders to keep 
it going at capacity and have some left 
for the first quarter of 1924. 

Without allowance for possible further 
orders this year, therefore, the company 
is sure of a good year’s showing for 1923 
and possibly for some months of 1924. 
Investors who keep in fairly close touch 
with business and market conditions 
should therefore have little hesitation in 
holding on to the stock especially now 
that it is on a $10 dividend basis as com- 
pared with the previous rate of $6 a 
share. If little new business is done by 
the first few months of 1924 they might 
consider selling their holdings, but until 
that length of time it seems a promis- 
ing stocks to hold, yielding now about 
TUu%. 


U. S. REALTY & IMPROVE- 
MENT CO. 


To some extent this company is in a 
position analogous to that of the railroad 
equipment makers, as a large part of its 
income is practically assured to it for 
some years to come through the long- 
term leases which it holds on its office 
building and similar property. This kind 
of real estate has a decided stability, as 
compared with other types, and the low 
level at which it is carried by the com- 
pany since its sharp write-off in 1916 is 
a further stabilizing factor. 

The wave of rent increases which took 
place from 1920 on has helped the com- 
pany considerably, and there has been no 
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recession in this regard. As a result, 
earnings in 1921 and 1922 were higher 
han for many years previously, and for 
.e reasons mentioned above are likely 
continue high. 
The construction end of the company’s 
isiness, carried on through the George 
\. Fuller Co., has also been very profit- 
‘ble in the last few years, and should 
id considerably to the company’s income 
ven during the next depression because 
the long-term contracts already placed. 
nventory problems do not occur in this 
lass of business because supplies are 
might only for specific jobs, and their 
st, not their market price, is included 
1 the construction charges. For these 
reasons the stock, now selling to yield 
8%, since the recent increase in the 
dividend rate, would seem to be a rela- 
tively secure holding for those who 
anticipate troubled times ahead. 
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000 cars per annum. The Moon car is an 
assembled one, but all parts used are of 
tandard make and of high-grade quality. 
In the trade the car is not only consid- 
red a durable one, but one of the most 
ittractive appearing cars on the market. 
Last year’s earnings were equivalent to 
$4.45 a share on the outstanding capital 
tock. In the first quarter of the current 
year earnings were slightly in excess of 
$2 a share, after all charges, depreciation 
ind taxes. As the company now pays 
dividends of $2 per annum, the entire 
year’s disbursement was earned in the first 
three months. Production in this period 
totaled 3,000 cars, and in the month of 
\pril totaled 1,250 cars, a new high rec- 
rd for all time. Production for the cur- 
rent month is running at the same rate, 
nd company has sufficient orders on its 

oks to insure a continuance of this rate 
throughout the current quarter. On the 
basis of present profit per car, earnings 

x this period should at least equal $2.50 
i. share, after all charges. Company has 

en steadily increasing its distributing 

encies, and only recently made connec- 
tions which will probably increase its sales 

r the balance of the year by at least 
100 cars. One new agency recently re- 
quested that its allotment be increased 
00%. Orders on hand for delivery of 
closed cars for the third quarter are large, 
and all indications point to total earnings 
f at least $8 a share for the current year, 
r four times present dividend require- 
ments. 

The company only recently retired all 
its preferred stock, so that its entire capi- 
talization now consists of 180,000 shares 

{ no par value capital stock. There are 

) bonds outstanding, or floating debt of 
iny kind. Cash on hand is close to 1 mil- 
lion, whereas current liabilities are around 
$500,000. Ratio of current assets to cur- 
rent liabilities is over 3 to 1. 

Management is very good, and inclined 
to be liberal with stockholders when con- 
ditions warrant it. With earnings break- 
ing all previous records and company in 
trongest financial position in its history, 
a higher disbursement is highly probable. 

(Please turn to the next page) 
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PAIGE 
TIMKEN AXLE 
FORD MOTOR of CANADA 


Have you seen a financial 
statement of these companies? 
We have just prepared a com- 
plete report of each company 
comparing it in detail with 
other motor companies. 


Mailed on request. 


LEE, GUSTIN & CO. 


Members Detroit Stock Exchange 
DIME BANK BUILDING 
DETROIT 
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THE BOOK REVIEW 


“Industrial America in the World War” By Grosvenor B. Clarkson 
As stated by the publisher, “For the entire war period Mr. Clarkson =~ a high key 
position at the heart of the greatest drama ever enacted on this continent. From beginning 
to end he moved behind the scenes. His history of the American industrial war machine in 
action is the untold tale of the war. It moves with a steady rhythmic march, giving always 
a sense of the relation of the titanic, tireless industrial armies at home to the winning of 
victory. The personal pen portraits of Bernard Baruch and his associates are most vividly 
and attractively done. The work is of the first importance, not only as the authoritative 
history of this tremendous basic phase of the war, but as a notable contribution by a practical 
executive to the theory of organization and administration on a large scale, It is a power- 
ful, lucid recital of vast economic forces at work, written from an absolutely inside view and 
showing America at her highest efficiency; a story that will stir the blood of all who love 
America, and that for many years to come will be of inestimable value to students of 
business and military affairs.’ 

488 pages (illus.) Place your order with the Book Department Price $6.10 p. pd. 
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Are You 
Holding Motor 
Stocks? 


We have just completed 
an extensive report on 
the Motor Industry. If 
you are holding Motor 
stocks it will pay you to 
write or phone for this 
special circular at once. 


THE EDWARD 
MILLER 
COMPANY 


222 North Michigan Avenue 


+ Telephone State 4244 


CHICAGO 





ANSWERS TO INQUIRIES 
(Continued from page 181) 
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CANADA— 


A Field for Investment | 


Canada today offers the American 
Investor a prolific field for investment. | 
Interest returns are higher, profit pos- | 
sibilities greater, and safety unques- 


tionable. 


Those who wish to keep in touch 


with conditions and opportunities in 


Canada should subscribe to and study | 


carefully each week 


Che Financial Times 


| Canada’s Leading Financial Publication 


Issued once each week, this publica- 
tion covers thoroughly business and 
financial conditions in Canada from 
Coast to Coast. 

Subscribers have placed at their dis- 
posal our Inquiry Department, which 
answers without cost all inquiries re- 
garding investments or business in 
Canada. 

A sample copy will be mailed upon 
request. $3.50 per year, $2.00 six 
months. 


THE FINANCIAL TIMES 
PUBLISHING COMPANY LTD. 


333 Craig Street, W., Montreal, Que. 
34 King Street, W., Toronto, Ont. 


CANADA 

















STATE OF SOUTH CAROLINA 
4% Tax Anticipation Notes 


I am placing a portion of my funds in 
short term tax exempt securities. Do you 
consider the recent offering of State of South 
Cafolina 4% Tax Anticipation notes desirable? 
—A. H., Bronzville, N. Y. 

State of South Carolina 4% Tax Antici- 
pation notes mature in 1924, January 23 
and 30; February 6, 13, 20 and 27. All 
maturities are offered at a price to yield 
4.4%. These notes are a direct obligation 
of the State of South Carolina and are 
issued in anticipation of taxes already 
levied. Net bonded debt of the State is 
144% of the assessed valuation. We con- 
sider these notes high-grade and suitable 
for your purpose. 


ILLINOIS CENTRAL 
Equipment Trust Certificates 


I have some money to invest in strictly 
high-grade securities and contemplate the 
purchase with part of these funds Illinois Cen- 
tral Equipment Trust Certificates, Series J, 
which are offered in various maturities on a 
5.2% yield basis. Do you consider these 
equipment trusts a good purchase on a 5.2% 
basis?—F. C. L., Morristown, N. J. 


Illinois Central $14,003,000 5% Equip- 
ment Trust Certificates, Series J, due 
May 1, 1928, to May 1, 1938, are secured 
by new equipment costing $23,335,000. 
All the equipment is to be leased to the 
Illinois Central at a rental sufficient to 


pay the certificates and dividend warrants 
as they mature. This is a gilt-edge se- 
curity and, in our opinion, attractive as a 
conservative investment on a 5.2% basi 


BROOKLYN EDISON 
Excellent Earning Record 


Do you consider Brooklyn Edison stock 
good security to hold for investment purpose 
Since the recent issue of $15,000,000 stock 
par following an issue of $10,000,000 sto& 
in April 1922, have been a little uncertain 
to the ability of the company to continue i 
dividend on this largely increased capitaliz:- 
tion.—-S. 'T. F., Brooklyn, N. Y. 

Brooklyn Edison’s increased capitalizo- 
tion is due to the remarkable expansion 
its business. In the past four years gro:s 
revenues have practica!ly doubled and, :n 
order to take care of this business, thie 
company has had to spend huge sums in 
new construction, additions and replace- 
ments. In 1922, close to $10,000,000 was 
expended in this way. In spite of the big 
increase in the company’s capital stock, 
we do not feel it will have any difficulty 
in maintaining the present dividend of $8. 
Earnings of 1922 were equal to $14.46 a 
share and business in the current year 
has been on still larger scale, so that the 
$8 dividend on the increased stock will 
undoubtedly be earned with a substantial 
balance over. We see no reason why you 
should not continue to hold the stock for 
investment purpose. 





Intimate Talks with Readers 


FURTHER NOTES ON 


SCALE 


HE scale plan, recently mentioned, 

is not usually suitable for the in- 

vestor whose funds are in any way 
limited. If, for example, he is a business 
man in the habit of discounting his notes 
with his bank, or enjoying a “line of 
credit” it is well to remember that credit 
lines can become stringent overnight. The 
fall of 1920 and the first half of 1921 is 
a good period to remember in this con- 
nection. 

Assuming that funds devoted to market 
purposes, whether for investment or spec- 
ulation, are generous, unrestricted, and not 
liable to come within sudden or unex- 
pected pressure, the scale plan can be se- 
riously considered. Great bargains can be 
accumulated during a time of ‘stress, se- 
curities that are thrown overboard—not 
because of diminished values—can be 
picked up at leisure, and even serious de- 
clines and “breaks” regarded as oppor- 
tunities in furtherance of the design of 
the investor to acquire bargains only on a 
scale down. 


No Indefinite Risk Must Be Assumed 


Like any other business venture, the 
scale plan must be considered in advance, 


“THE 
PLAN” 


a plan mapped out, the capital in hand 
allocated, and orders placed (“good till 
cancelled”), and all future trades based 
on the plan proceeded with—without in- 
terruption, without personal opinions, and 
regardless of surface conditions. The rea- 
son most scale plans do not operate suc- 
cessfully will be stated here briefly: and 
in this connection it is not vanity on the 
writer’s part to say that his successful 
vperation in U. S. Steel (told recently) 
was in the face of discouraging appear- 
ances, the pessimism of friends, and even 
derision. You will recall it was described 
as “a fool plan.” Here are some rules, 
and the writer believes them to be in- 
valuable : 


(a) Operate in the stocks of high dem- 
onstrated value—a value that can be 
roughly appraised. There are many such, 
for example, Baldwin, Reading, American 
Smelting and the like. 


(b) Note that we purposely choose 
types that are fairly “closely held,” al- 
though enjoying wide prestige and univer- 
sal interest. This insures a satisfactory 
market (even in panics), a demand on a 
scale down by large interests, and not too 
much stock around by weak holders that 
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would result in a deluge under very ad- 
verse conditions. 


(c) Strictly limit the number of lots 
ur broker is to buy on a scale down. 
hree to five lots, particularly the latter, 
has been found to be practical, and no 
1atter how great the decline, it is seldom 
he fifth lot is secured. 


(d) The number of points apart at 
hich each lot is to be purchased depends 
itirely on the plan originally laid down 
y the operator-investor. The investor 
hose funds are large can use a 34-point 
ale—after a big decline of 10 to 15 points 
rom the “average high” of his favorite 
ecurity on recent moves. Therefore, to 
ecure his five full lots on a scale down 
note that this is not an “averaging down” 
rocess), he takes advantage of a possible 
ital swing of 30 points, and has a chance 
f buying near the bottom and selling near 
the top. 

(e) The higher the average price of 
the stock, the wider the scale. This, means 
that to operate in a stock like Canadian 
Pacific, Union Pacific or General Electric, 
while there is always the possibility of 
the scale-plan operator being “hung up” 
with some stock (we have said before: 
“there are no guarantees”), yet scien- 
tifically operated, the plan should produce 
many intermediate profits that would help 
to mark down the price of any stock final- 
ly carried over from one b'g market to 
another. 

({) The plan is only a substitute for 
this situation. The investor thinks, or his 
friend thinks, and somebody else believes 
that a decline has gone for enough, we 
will say; that Union, Reading, or Steel 
are “low enough” to buy. And the opera- 
tor-investor believes the same, or the price 
at the time is temptingly low and the fu- 
ture uncertain. He is quite prepared to 
become an investor, if necessary, but nat- 
urally wants to get in “on the ground 
floor.” The scale plan will help him do 
it, and in operating it along the lines men- 
tioned in these two articles, he becomes 
“an insider” in the truest sense, taking 
advantage of big breaks, selling on the 
sharp rallies, rebuying again as the buy- 
ing power becomes exhausted, and in gen- 
eral using his funds and his faculties to 
the keenest advantage. 


(g) The plan must be operated with- 
out any reference to the tape—in fact any 
association with hour to hour movements 
would be detrimental causing the investor 
to cancel orders (either to sell or to buy) 
on the impulse and sentiment of the mo- 
ment. 


(h) The operation of the plan must 
be dispassionate. A big break or a big 
rally is red meat to the operator, the more 
of them the better, because only the big 
swings give action and profits: and a de- 
liberately planned scale is a 100 per cent 


profit proposition, alternatively it need. 


never result in a single loss if every con- 
dition mentioned by the writer is fulfilled. 

(i) The time to begin should be given 
more thought than all other rules com- 
bined. In this connection, the investor 
had better check up with us as to whether 
his contemplated securifies are well within 
a safety zone for the time being—not nec- 
essarily at the bottom. 
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134 Points Profit 
On 35 Trades 
In 11 Days 


In our recent campaign of || days on the 
short side of the market, closing May 8th, 
we advised 35 trades, only 5 of which 
were stopped out with small losses, the 
others showing aggregate profits of 134 


points. 


In our previous campaign on the long 
side, closed in March, subscribers realized 


175 points profit. 


OUR METHOD 


A ‘phone message or telegram tells you exactly what to buy / 
or sell—just a few of the best opportunities, so that you if 
are never in more than 5 or 6 trades at one time. This / 


enables you to trade in all of the stocks recom- y; 


mended. / 
? THE 


° TREND 
We not only advise you when SS jpapinc 


to open the trade, but also .® ‘SERVICE 
+ 42 Broadway 


when to close it. 3S 
New York 


> 
Try our service for three months. & 


You will not return to hap- 
hazard trading. 


Gentlemen :—Please ex- 

plain in detail how The 
Trend Trading Service 
would operate for me. 


Mail the coupon today P 
and particulars will 7 


be sent at once. Address 
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For Income 


and for Profit 


Investment 
Securities 





Write for particulars mentioning 
The Magazine of Wall Street 


DUNHAM COMPANY 


Investment 
Securities 


43 Exchange Place : New York 

















PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unfore- 
seen happenings. 


The risk is limited to the 
cost of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 


BANK STOCK REFERENCE TABLE 
NATIONAL BANKS 


Book Book 7—— Market, 
Value Value $ Per Share 
Dividend Par Dec. Dec. Mar. 21, 1923 
Value 30,1921 29, 1922 Bid Asked 
$100 x$255 x$258 289 

100 197 177 135 
221 214 155 
100 145 141 132 
x205 x210 845 
217 250 

450 46 544 
x253 347 
187 215 
235 289 


East River 175 210 
Fifth 9 J 171 230 
First x513 1190 
First Nat., B’klyn 00 279 296 320 

253 255 
Gotham 208 188 

820 675 
Harriman 278 60 340 
[Importers & Tr 667 750 


Mechanics & Met 
Nassau Nat 


Nat. American 152 152 150 

329 339 420 
People’s Nat 266 287 eer 
Public 1242 304 
Seaboard 266 t277 340 350 


225 


(A) Includes $4 paid by Chase Securities Corporation. (B) Includes 2% and 2% extra, 
paid by National City Co. quarterly. (C) 4% extra Jan., 1923. (D) 10% extra paid by First 
Securities Corp., January, 1928. (E) 2% extra January, 1923. (F) 3% extra January ,1923. 
(G) 5% extra July, 1922, and 5% extra January, 1923. (H) 6% extra January, 1928. (J) 2% 
extra July, 1922, and 2% extra January, 1923. (K) 3% extra January, 1923. (L) 2% extra 
January, 1928. (1) Capital increased during year. 


TRUST COMPANIES 


Book Book c— Market——_, 
Value Value $ Per Share 
Dividend Par Nov. Nov. Mar. 21, 19238 
Name Rate $ Value 15,1921 15, 1922 Bid Asked 


American 6QJ] $100 $142 t$155 Ss 
20 } 100 202 363 


225 
100 ees 396 60 470 


Bank of N. Y. & Tr. Co.. 
100 285 $13 490 


Brooklyn 24 


Central Union 100 249 256 
Commercial 100 134 125 


100 206 210 330 
100 *231 


T 100 353 401 517 523 
Fidelity—Int’l 10 100 213 #224 200 210 
Fulton 100 250 250 260 

100 166 171 268 273 

100 250 *261 207 215 

Irving Bk. Col. Tr. Co.... 100 oes baw 230 235 

Kings County 100 . 695 776 800 eee 

Lawyers T. & T 100 251 *271 190 215 
Manufacturers 100 200 260 
Metropolitan 100 271 290 300 

i wa 160 165 

100 270 277 343 346 
People’s 100 244 277 390 

Title Gr. & Tr 100 826 t301* 360 367 


U. S. Mtg. & Tr 100 244 247 310 $16 
United States 100 889 923 1210 1225 


(C) 1% extra July, 1922; 4% December $0, 1922. (D) 2% extra January, 1923. (E) 2% 
extra July, 1922; 2% January, 1923. (G) 2% extra October, 1922. (K) 4% extra June 30, 
1922; 3% January, 1928. (M) 4% extra January, 1923. (S) See N. Y. Title & Mortgage 
Co. (t) Capital increased during year. (*) Book value figured on old capital. 
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Beneficial Loan Society 


Balance Sheet as April 30, 1923 
‘ RESOURCES 


Cash in Treasurer’s Office and in Banks $53,080.28 
(This is for our executive office only. It does not include cash on hand and in banks, in our 
branch Loan Offices and Affiliated an Corporations) 

Cash Capital Allocated for Loan Capital of Branch Loan Offices 537,081.86 
(Working capital supplied by the General Society to branch Loan Offices in various cities, which 
they have used to make small loans) , 

Beneficial Loan Plan and Organization 252,000.00 
Good-Will, Leases, Licenses, Copyrights, Forms, etc., being amortized semi-annually till De 
cember, 1929 

Stocks of Affiliated Loan Corporations 5,393,060.18 
(Capital stocks of our Affiliated Loan Corporations of which control is owned by the Society, 
which money they have used to make small loans) 

Loans on Collateral 85,607.50 
(Loans made for accommodation of bondholders, principally on the 6% bonds of the Society) 

Cash Advanced to Affiliated Loan Corporations 78,757.15 
(Loans made to Affiliated Loan Corporations, stock therefor to be issued to us later) 

Accounts Receivable, Current 83,062.17 
(Temporary Sundry Accounts due Society, in process of liquidation, including about $40,000 for : 
new bonds just issued for deliver¥ and early sett!ement) 

Furniture and Fixtures 16,909.19 
(Equipment of Headquarters Offices) 

Interest Accrued on Notes 1,712.15 
(In process of collection) 

Investments (New York Bank Stocks) 23,781.60 

Prepaid Expenses and Deferred Charges 878,912.49 
(Bond discount, financing costs, etc., being amortized semi-annually till December 31, 1938, by 
which time the entire amount will have been absorbed) 

Suspense Account Awaiting Distribution 110,000.00 

Expenditures for Business Development 169,877.44 
(Chargeable to future operations) 








$7,683,842.01 





Notes Payable (short time) $6,000.00 

Due to Affiliated Loan Corporations 119,120.13 
For capital temporarily sent us while unemployed; bearing interest 

Dividends Declared (not yet paid) 34.95 
(Few stockholders not found at given address) : 

Accounts Payable 478,301.91 
(Balance due under contracts payable in monthly insta'ments) 

6% Debenture Gold Bonds, or Certificates of Indebtedness 6,493,100.00 
Dated January 1, 1914, due January 1, 1939, in denominations of $100, $500, $1,000 and $5,000. 
With quarterly interest coupons registered as to principal, each issued with a Certificate of Profit 
Sharing entitling holder to receive at least one-third of net profits annually or semi-annually 


CAPITAL 


Capital Stock, 35,000 shares (par $10.00) $350,000.00 
Surplus and Undivided Profits 237,285.02 
This sum remains as the Society’s net earnings from operating profits from interest and apprecia- 
tions, after providing for all bond interest and profit sharings to bondholders, dividends to stock- 
holders, losses, depreciations, amortization of prepaid expenses and deferred charges, taxes, etc., 
since 1913, and cost of establishing our industrial loan system 


$7,096,556.99 


587,285.02 
$7,683,842.01 
The above Balance Sheet reflects the true condition of the Beneficial Loan Society’s books as at April 30, 1923. 


For BENEFICIAL LOAN SOCIETY 


Christopher Sinclair 
May 12, 1923 Comptroller 


INCREASING CURRENT EARNING RATES 


The operating profit of the Society, after all putting expenses and ample reserves for taxes and losses, is consistently and sub- 
ohts 


stantially increasing each calendar month. The pr from loan transactions for the month of April were about $70,000, against which 
there accrued a liability for coupon interest of $32,069.79 on outstanding 6% Debenture Gold Bonds. This leaves a very substan- 
tial profit above expenses and fixed interest charges at an annual rate amounting to about $450,000 for a year. 

There are now about eighty licensed industrial loan offices in the Society’s system located in the principal cities of the country, 
North, East, South and West. No further exp i is « plated. Further issue of the debentures is restricted to a moderate 
additional amount only to provide sufficient loan capital for financing such newly established units as have not yet built up their 
volume of outstanding loans to the average normal sum, after which time it is believed the monthly net profits above operating expenses 
and reserves for losses and taxes and plus current interest accrued on outstanding debentures will equal about $60,000 monthly, or 
about $720,000 per annum rate, which profits are expected to be applied to reducing the bond discount account and such funds made 
available in the sinking fund for acquiring outstanding debentures in the open market, from time to time. 

The Society has paid bondholders $214% of bond par in interest and profit sharing between January, 1914, and April, 1923, and 
has in addition blished ded and developed its national system of industrial loan offices to a point re it is now the largest 
in the world, and has, moreover, built up a substantial surplus and undivided profits fund. The Society will hereafter be relieved of 
the — for further extensions of its system and its current net earnings are therefore expected to accumulate in substantially in- 
creased amounts. 
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“Odd Lots” of listed 
SMALL stocks bought and 


LOTS sold for cash or 
OF carried upon con- 
servative margin, 
STOCK Inquiries invited 
SECOR, REYNOLDS & CO. 
Members New York Stock Exchange 


74 Broadway, Wi. Y. Tel. Whitehall 3780 
Branch Office: 58 West 39th Street 

















Holders of 


Inactive & Unlisted 
Stocks & Bonds 


We will be glad to 
furnish you with quo- 
tations and execute 
orders in all markets. — 


Inquiries Invited 


HAWLEY & STEWART 


111 Broadway New York 








Double Your 
income 


A pamphlet showing 
a conservative plan 
for increasing your 
income 100%. 


Ask for M.W.77 


McClelland, Claggett Co. 


60 Broadway 35 Congress St. 
New York Boston 





Fractional Lots 
Your Inquiries Invited 
Send for copy of our 
“Trading Suggestions” 
Please Mention M.W. 326 
WILSON & CHARDON 
Members Consolidated Stock Exch. of N.Y. 
62 Broadway New York 
Telephone Whitehall 1964 




















| Your Speculative Trades 


in the stock market, when confined 
to Puts & Calls, enable you to limit 
your loss and risk to the dollar, 
while profits are unlimited. This 
method of trading enables you, on 
payment of $1,000, to control 500 
shares of stock for 30 to 60 days. 
No margin calls or interest charges 
to pay. Booklet MW explains how 
they operate. Write for a copy. 

My telegraphic department keeps 

out of town clients posted 
WM. H. HERBST 
20 Broad St.,N.Y. Business Established 1898 
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Epitor, MAGAZINE OF WALL STREET: 

Sir: 

I see published in a late issue of yours, 
a letter by Mr. Marshall Garrison, in large 
print, “30-Cent Cotton a Herald of Pros- 
perity,” saying, “Cotton has long been 
recognized as the great money crop of the 
South. Its staple output, for which it is 
unique in the world, and which supplies 
the backbone of its wealth, is and always 
has been cotton.” Continuing, says, “The 
strength in the cotton market that car- 
ried cotton up to near the 30-cent level, 
around which it has been fluctuating for 
weeks, means, therefore, a period of great 
prosperity to the South.” 

Mr. Garrison tells you that the Negroes 
emigrated to the North until 40-cents cot- 
ton was reached, when that price and 
wages of $8 to $12 a day was paid by the 
whites for picking cotton. Would he 
know about how many bales ot cotton 
were sold by the Southern farmer or 
owner at and above 40 cents for their cot- 
ton? It was too insignificant to count in 
the trade or in prosperity of the country 
in so far as the farmer was concerned. 
Does Mr. Garrison know from the earliest 
maturity of the crop of 1922 that the 
farmer, being in debt, gathered, ginned 
and sold his cotton as fast as it was baled 
and that a very small percentage or quan- 
tity of the crop of 1922 was held and sold 
at thirty cents and over? Hence the 
farmer, the producer, failed to secure this 
goal ot thirty cents for his cotton, and it 
is a fallacy of Mr. Garrison to extend to 
the South “great prosperity” from what 
has not occurred. As a fact, the farmers 
of the South for three years have been 
forced to‘sell their crops at low prices 
and so couldn’t add materially to the pros- 
perity of the United States. For that 
reason the Negroes have migrated to the 
North again and labor is scarce for field 
work. 

It is an erroneous conclusion for Mr. 
Garrison to calculate on 30-cents cotton 
and the benefits to the South ten months 
from now before the seeds are in the 
ground. We must reckon with the cot- 
ton contract futures dealers on the New 
York Exchange as to its being thirty or 
twenty cents next October without regard 
to crop supply or demand. We must 
know that few, if any, of these Negroes 
who migrated to the North ever return 
to the South as laborers. The manufac- 
turers and spinning mills of the East and 
North can benefit materially by locating 
plants and branches here where fuel and 
raw material are at their door. But, I ask, 
does Mr. Garrison know of a single mill 
in the South that does not send their 
goods North of the Potomac for a mar- 
ket, and the Southern merchant buys 
them in New York? I. wonder if Mr. 
Garrison thinks all the information the 
South can get about the price, production 
and labor comes from such a source as 
his rambling letter gives in regard to cot- 
ton? Foreign countries, and especially 


England, has for fifty years been experi- 
menting in their various provices to raise 
cotton in competition with America. They 
have spent millions of dollars and been 
rewarded with the smail out-turn of a fine 
character of cotton in Egypt and a very 
inferior character in India. Is seems that 
this genius has found a special province 
in Africa, “Uganda,” where the like char- 
acter of our American cotton can be raised 
Does he know how large an area they can 
raise this cotton, does he know how much 
they have ever raised in “Uganda,” does 
he know what it costs to raise it and 
land the cotton in Liverpool or Lanca- 
shire? Does he know that, under favor- 
able conditions, preparing the land, plant- 
ing, gathering, housing, machinery, bal 
ing and transportation facilities, it would 
take twenty years to perfect growth, 
quantity and values so as to become a 
menace to this Southern product and its 
domination by the farmer of the South 
American cotton throughout the civilized 
world. And only for want of informa- 
tion or simply as an alarmist would Mr. 
Garrison write and publish the follow- 
ing: “We are levying a tax over and 
above the normal increase in prices, be- 
cause of our privileged position as pro- 
ducers of American cotton of about $275,- 
000,000. This roughly measures the in- 
centive which our present price level 
offers to European countries to try to pro- 
duce cotton in sufficient quantity for their 
requirements at 20 cents per pound or less. 
That they will speed up their efforts to 
shake off the domination of American cot- 
ton producers, under these circumstances, 
is scarcely to be doubted and, to the im- 
partial observer, the far-off reflection of 
these possibilities casts a certain gloom 
over the brilliantly prosperous present 
conditions of the South based on 30-cent 
cotton.” I suggest, first, that this observer 
does not appear to be impartial. His let- 
ter carries all through it a vein of im- 
plied imposition by the South on account 
of the 30-cent price ruling which, how- 
ever, is of such short duration as to cool 
his chagrin, and again I suggest that Mr. 
Garrison secure a few lieutenants as com- 
petent as himself and probably European 
countries will compensate them hand- 
somely or create a subsidy for them to 
exploit and increase this “certain gloom” 
by the production of cotton equal to the 
American product in Uganda or any other 
country he may select. However, I would 
ask Mr. Garrison to keep in mind these 
natural facts: There is no other section 
or country on the face of the globe that 
presents equal climatic conditions, special- 
ly adapted to cotton culture, rich alluvial 
soil and wonderful production. It seems 
favored by nature, on account of the close 
proximity of the Gulf stream to our 
Southern shores, it creates a wave of 
warmth and moisture unequalled on the 
face of the earth. R. R. D. 
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plant the seed and the growth is spon- 
taneous. 
Yours very truly, 


R. R. D. 


To take up the points made in your 
teresting communication, one by one: 
_ We do not know how many bales of 
tton were sold at 40 cents or 30 cents, 
or how significant these sales were, com- 
eared with the total volume of the crop. 
Neither, on the other hand, does your let- 
indicate any such facts. All that we 
know is that when cotton sold at 40 
ts the official representatives of the 
nters announced that they would not 
satisfied with less than 60 cents, and 
t in general there appears to be no 
e in recorded history where anyone 
r paid a price for cotton that satisfied 
ingle Southern grower. 

The persistent efforts of speculators 
depress the price of cotton and thereby 
ikrupt the Southern farmer arise out 
pure perversity, since some of them 
uld make money on the long side by 
lling cotton prices up, especially as the 
tistical position favors them. 

3. As to the South being the only place 
the world than can grow cotton, may 
cite some statements from a paper 
read before the Textile Institute at Man- 
chester by W. H. Himbury, general man- 
wer of the British Cotton Growing Asso- 
ciation? He points out—that the Sudan 
is an area of 1,014,000 square miles, 
50% more than the combined area of our 
cotton-producing states. The field is un- 
developed, only 10,000 bales of Egyptian- 
type cotton being grown there. Contracts 
have been let for a dam to irrigate 300,- 
000 acres, one-third of which will be for 
cotton. At Tokar production is being 
limited to 25,000 bales by periodic floods, 
which could be easily controlled by a dam. 
At Kassala the construction of a 250-mile 
road would enable the production of 100,- 
000 bales of cotton. With,nothing added 
but irrigation and transportation, the Su- 
dan is expected to produce 1,000,000 bales, 
r one-half England’s purchases from the 
United States. 
lf our correspondent sees no danger to 
ur American cotton interests in these 
cts, we do, and call attention to them 
n the part of all who are interested in 
cotton.—Eprror. 


The Labor Shortage 
itor, THe MAGAZINE OF WALL Street, 
or: 
I cannot refrain from making a few 
mments on the article in your April 14th 
sue by General R. C. Marshall, Jr., with 
ecial reference to his attitude toward 
» existing labor shortage. 
I quote the insert on page 1067, which 
ms to have been taken, presumably 
th Mr. Marshall’s approval, to express 
e kernel of his opinion: 


“No statesman or leader in industry, 
unless he has a crack in his intellect as 
well as his morals, desires to see the 
country flooded with the scum of Eu- 
rope, yet it is unquestionably true that 
if we desire to increase the stability of 
American industry, some semblance of 
balance must exist between the supply 
and demand for labor, and as long as 
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825 Communities 


in 15 states receive from the subsidiary operating 
companies of Middle West Utilities Company service 
essential to every branch of business endeavor. The 
dwellers in 639 towns look to them directly — and 
those in 186 other communities through interconnec- 
tion with other utilities, indirectly—for services upon 
which the comfort of all the people largely depends. 


HESE public servants perform a myriad of 

tasks. Important phases of their business are 

production and distribution of gas, manufacture 
and sale of ice, furnishing public water supply, and 
distribution of labor-saving appliances. 


EASURED in terms of revenue, however, 65 

per cent of their service is furnishing elec- 

tricity for practically every known use in 
which this mighty servant of man may be employed. 
In this the companies play an important part in all 
forms of industrial activity. Coal and iron mining, 
quarrying, drainage and irrigation pumping, drilling 
and pumping oil wells and operating oil refineries, and 
driving machinery in countless factories and on 
thousands of modern farms are some of the tasks 
performed. 


HE story of the growth of these companies since 
the Middle West Utilities Company was formed 
is largely that of the advance of the electrical 

industry itself during the past decade. Within that 
period the subsidiaries have connected to central 
generating stations more than 800 communities by 
means of nearly 6,000 miles of high tension trans- 
mission lines. 


Earnings for Year 1922 


Gross Earnings of Subsidiary Companies......... 7 $29,870,701 
Net Earnings from Operation ; 9,104,659 
Proportion Accruing to Middle 


plus other income eae 4,936,839 
Administration Expense, Interest, e 1,938,272 


Balance Applicable to Stocks 

Company ; pitiewewets 2,998,547 
Dividends on Prior Lien Stock 

(Earned 3.7 times) - ; 808,814 


$2,189,733 
Dividends on Preferred Stock 
(Earned 3.17 times) 689,656 


Balance for Common Stock ($9.04 a share).... $1,500,077 
The Prior Lien, Preferred and Common Stocks of 
Middle West Utilities Company merit your attention. 
For further information apply to any stock broker. 
These stocks are listed on the Chicago Stock 
Exchange. 


Middle West Utilities Company 


72 West Adams Street, Chicago 

















Of Interest to 
Corporations 


The dividend notices appear- 
ing here reach one hundred 
thousand investors at a time 
when they are seeking secur- 
ities to buy for permanent 
income. 

Make your dividend notices 
pay you dividends! Pub- 
lished here, they will im- 
prove the market position of 
your stock. 

Ask your Treasurer to send 
your next dividend notice‘to 


THE MAGAZINE OF WALL STREET 


Advertising Dept. 42 BROADWAY, NEW YORK 




















DIVIDENDS 


TEXAS GULF SULPHUR COMPANY +! 


A quarterly distribution of $1.50 per share has 
been declared by the Board of Directors payable 
on June 15, 1923, to stockholders of peome at the 
close of business on June 1, 1923. 

Stockholders will be advised later as to what 
portion of said distribution is from Free Surplus 
and what from Reserve for Depletion. 

H. F., J. KNOBLOCH, Treasurer. 


THE BORDEN COMPANY 
Preferred Stock Dividend No. 86. 


The regular quarterly dividend of 14% has 
been declared on the referred stock of this 
Company, payable June 15, 1923, to stockholders 
of a June Ist. Books do not close. Checks 
mailed. 

SHEPARD RARESHIDE, Treasurer. 








GUANTANAMO SUGAR COMPANY 
The Board of Directors has this day declared a Divi- 
dend of $2.00 per share on the Preferred Stock, for the 
quarter ending June 30, 1923, payable July 2, 1923, to 
stockholders of record at the close of business June 15, 
1923. The transfer books will not be closed 
MALCOLM McDOUGALL, Assistant ‘Treasurer. 
New York, May 8, 1923. 





AMERICAN TEL. & TEL. COMPANY 
185th Dividend 

The regular quarterly dividend of Two Dollars 

and twenty-five cents per share will be paid on 

Monday, July 16, 1923, to stockholders of record 

oe close of business on Wednesday, June 20, 


H. BLAIR-SMITH, 
Treasurer. 


HELP WANTED 
WANTED 


A strictly high class man who has executive and sales 
ability to place with interested people a high-grade coal 
and timber proposition located in the southern district, 
traversed by railroad and ready for development. This 
Proposition offers to the right man an attractive induce- 
ment. Box 45, The Magazine of Wall Street, 42 Broad- 
way, New York. 


_BUSINESS OPPORTUNITIES 


CAPITAL seeking carefully selected business 
enterprises, various kinds yielding large profits, 
can place units of $5,000 to $100. rite 
M. Black & Co., 28 years’ banking experience, at 


Broadway, 
g COMPOUNDED 
seapsiotennennre—ipd 


on investments in mon paymen 
fa tet eee a 
for Details. , 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 






































the white-collar jobs and sedentary ex- 
istence appeal to the rising generation 
and its progenitors more strongly than 
the trade requiring skill of hand as well 
as brains, the only material source of 
relief lies in adequate immigration.” 


The most important thing contributing 
to the welfare of this nation is mot its 
material possessions, but the character 
and moral fibre of its people. 

It is patent on the face of Mr. Mar- 
shall’s statement that he, representing as 
he must in a general way the contractors 
of the nation, desires to permit a continual 
addition to our population of a class of 
people who are mutually considered eco- 
nomically inferior to our present popula- 
tion. This is a direct assault upon us as 
a people, and is comparable from a his- 
torical standpoint with the importations 
by the Romans centuries ago of barbarian 
slaves. It is a direct assault upon our 
nation that I feel confident will not suc- 
ceed, because of the basic common sense 
that after all does govern the political de- 
cisions of the People of the United States. 

No reasonable, sane, American, with 
the interests of the future of the people 
of the nation at heart, can do anything 
but heartily deplore the existence through- 
out the nation of colonies of non-English 
speaking foreigners. They are to be 
found in every state of the union, and 
in out-of-the-way corners as well as in 
and around centers of population. To melt 
down the present contents of our “melt- 
ing pot” is a job that will take years 
enough; our average American knows that 
altogether too well to be willing to sacri- 
fice what has already been accomplised in 
restriction of immigration for such a weak 
case as that presented by Mr. Marshall. 

Contrary to general opinion among 
many industrial magnates, the institution 
of free immigration into this country was 
not maintained for so long primarily for 
their benefit; it was maintained in the in- 
terest of oppressed and crowded people 
elsewhere. It was an institution upheld 
by principle,*not by material convenience 
for ourselves. 

I would like to point out an apparent 
confusion in Mr. Marshall’s article of 
cause and effect. The primary reason for 
the preference by our rising generation 
and its progenitors of the white-collar 
jobs I believe to be the fact that the trades 
requiring skill of hand as well as brain 
have come to be looked down upon as the 
province, almost exclusively, of the rather 
inferior class of foreigner. It is the for- 
eigner that has degraded the position of 
skilled as well as unskilled manual labor 
in this country. It is a process that has 
been going on for over half a century, 
but becoming progressively more vicious 
as the raw incoming material has become 
more and more of the type that recog- 
nizes and accepts that distinction as be- 
ing a practically permanent thing, without 
acquiescing in the justice of it. 

Mr. Marshall’s thought does not look 
beyond the immediate future. In his open- 
ing paragraphs he emphasizes the difficul- 
ties of unemployment existing only a brief 
two years ago, then proceeds to advocate 
a program that would aggravate that con- 
dition if, as is not at all unlikely, another 
period of depression, less acute perhaps, 
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New Monterey 


North Asbury Park, N. J. 
T he Resort Hotel Pre-Eminent 


Directly on the Ocean 
OPENS JUNE 23 
American Plan. Capacity 500 


Superior A-la-Carte Grill 
Interesting Social Life 
Daily Concerts and Dancing 


Golf that Makes You Play 


— 18 Hole Course — 
Hot and Cold Sea Water in Rooms 


Wonderful Ocean Bathing 


New Swimming Pool Adjoining 
On “The New Jersey Tour.” 


SHERMAN DENNIS, Manager 


New York Office: 8 W. 40th St. 
Telephone Longacre 8310 
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Are You Interested 
in Banking ? 


The AMERICAN BANKER estab- 
lished in 1836 gives, each week, 
the news about banks and bank- 
ers for every section of the coun- 
try. 











Its special articles on timely and 
important banking topics contain 
a world of information and serve 
to keep one posted on the big is- 
sues and movements of the bank- 
ing world. 


Pin a dollar to this advertisement 
and send for three months’ trial. 


Hmetican Banker 


The Oldest and Most Read 
Banking Journal in America 


NEW YORE 
15¢ each 


67 PEARL ST. 
$5 a Year 


























We solicit inquiries on 
CANADIAN 


BONDS: STOCKS: 
Government i 
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King Boug Stodgell 


& Company 
Imperial Bank Bldg. Windsor, Ont. 


F. C. ANGER & COMPANY 


Members of Detroit Stock Exchange 
1254 Penobscot Bldg., Detroit, Mich. 


STOCKS BONDS 
Specialists in High Grade Local Securities 
Correspondence invited Phone— Main 7232 


BIG MONEY IN 
RAISING SILVER FOX 
We buy all youraise. Profitsup 
to 300% have been made ina 
single year. Write for free infor- 
mation about this wonderful 
money making business. 


Duffus Silver Fox Co. 
21a W. 30th St.,New York 
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should follow the present business expan- 
sion. There is nothing in the existence 

f a continually replenished or increasing 
supply of cheap labor to prevent over- 
expansion of industry such as occurred in 
1920. It might delay the crisis, but would 
be sure also to increase its ultimate se- 
V rity. 

It is a self-evident fundamental fact 
that we have sufficient man-power in the 
United States at present to develop and 
<ploit our own natural resources at a 
ufficiently rapid rate to provide decent 
livelihood and comfort for our own popu- 
lation. If we do not have cheap foreign 
labor available, the scale of remuneration, 
in terms of pay, time off, respect for the 
rade, steadiness of employment, etc., will 
in time adjust itself to a point where la- 
bor will be provided for from among 
our own people, and the curse of what 
amounts to a type of slavery will dis- 
appear. The importation of cheap foreign 

or is nothing less than an exploitation 
of humanity in the interest of our own 
selfish indolence; it is vastly more degrad- 

in the long run to ourselves than to 
those whom we exploit. 

The maintaining of the moral energy 
and character of the people of the nation 
is of much more importance to us than 
the maintaining of the existing ratio of 
white collars to flannel shirts among 
native-born Americans. W. B.D. 





TRADE TENDENCIES 
(Continued from page 155) 











these companies are expected to resume 
dividend payments. 

The accessory companies have done ex- 
ceedingly well, and for the first half of 
the year should report an unusually high 
percentage of earnings. 

The truck manufacturers are profiting 
not only from the improvement in general 
business but from the new public utility 
development of employing motor busses 
as an adjunct to street transportation. 
This influence will be felt more and more 
in this industry and will tend to «ive it 
a more stable character than has bee: the 
case in the past. 





TEXTILES 








Reactionary Tendencies 


Cotton has been reactionary for quite a 
period and at present levels marks a re- 
action of about a full five cents from the 
high of a few months ago. Accompanying 
this development, has been a decrease of 
mill consumption with a tendency of oper- 
iting mills on less than a full-time basis, 
the motive being to cut labor expenses as 
well as avoiding long-term commitments 
with the market in an uncertain condition. 

Silk appears to be in about the same po- 
ition with the larger consumers hesitating 
to purchase in large volume, as long as 
the Japanese silk markets indicate a re- 
cessionary tendency. 
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201 Points in 3 Weeks 


On April 24 when others were reciting the 
supposed strength of fundamentals and in- 
sisting that the market was ready to resume 
its advance, we said sell. 


We were right — right again. 


We recommended 26 stocks giving the prices at which 
they should be sold should the rally carry to the figures 
named. | 3 stocks reached the selling points and on five 
of them—Stewart Warner, Stromberg, Gulf States Steel, 
Maxwell A, American Can— our subscribers took 85 
points profit on May 5, and on May 21 (as this is 





THE SERVICE 


1.—Prompt replies by mail or wire 
to inquiries regarding any se- 
curity—or the standing of your 
broker. 

2.—An eight-page service report 
issued every Tuesday. 

3.—The technical position for 
traders showing what to do 
with stocks. 

4.—The Investment Indicator, which 
has no duplicate anywhere. In 
tabular form it shows the in- 
vestment position of the leading 
stocks and tells you what to do. 

5.—The Richard D. Wyckoff color 
graph of Business, Money, 
Credit and Securities. 

6.—Without additional charge a sum- 
mary of the regular and special ad- 
vices sent to you by night letier 
collect—optional with you. 

7.—A brief but thorough survey of 
the various fields of industry. 

8.—Recommendations of profit pos- 
sibilities in bonds, 

9.—A special wire or letter when 
any important change impends. 

With your subscription send a list 
of your securities for our opinion. 











written) still had 116 


points uncashed profits. 


How much longer are you 
going to do without this 
service—the recognized 
guide and authority for 
the man of moderate 
means ? 


New opportunities are 
opening regularly. 


The advices, clear and 
definite, not only lead to 
trading profits, but to a 
higher investment yield. 
Send in your subscription to- 
day and be in position to com- 


mence taking your profits out 
of the security market. 


THE INVESTMENT and-BUSINESS SERVICE 


of The Magazine of Wall Street, 
42 Broadway, New York City. 


Enclosed find my check for $125.00 for The Investment and Business Service, to be 
sent me once a week or oftener, for an entire year, beginning with the next issue. 


Wire service wanted? Yes © 
May 26. 
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